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PULLMAN INCORPORATED
(Pullman-Standard division)

and

NORTH AMERICAN CAR CORPORATION



CONDITIONAL SALE AGREEMENT dated as of September 1, 1973,
between the corporation named in Item 1 of Annex A hereto
(hereinafter called the Vendor or Builder as more particularly
set forth in Article 25 hereof) and NORTH AMERICAN CAR
CORPORATION (hereinafter called the Vendee).

WHEREAS, the Builder agrees to construct, sell and deliver to
the Vendee, and the vendee agrees to purchase, the railroad
equipment described in Annex B hereto (hereinafter called the
Equipment) and

WHEREAS, the Vendee has executed a lease of the Equipment,
dated June 22, 1973, as amended, to George P. Baker, Richard C.
Bond and Jervis Langdon, Jr., Trustees of the property of PENN
CENTRAL TRANSPORTATION COMPANY (such Trustees together with their
successors and assigns being hereinafter collectively called the
Lessee) in substantially the form annexed hereto as Annex D
(hereinafter called the Lease);

NOW, THEREFORE, in consideration of the mutual promises,
covenants and agreements hereinafter set forth, the parties
hereto do hereby agree as follows:

ARTICLE 1. Incorporation of Model Provi sions. Whenever this
Agreement incorporates herein by reference, in whole or in part
or as hereby amended, any provision of the document entitled
"Model Conditional Sale Provisions for Non-Guaranteed Lease
Transactions" annexed to this Agreement as Part I of Annex C
hereto (hereinafter called the Model CSA Provisions), such
provision of the Model CSA Provisions shall be deemed to be a
part of this instrument as fully to all intents and purposes as
though such provision had been set forth in full in this
Agreement.

ARTICLE 2. Construction and Sale. Article 2 of the Model
CSA Provisions is herein incorporated as Article 2 hereof.

ARTICLE 3. Inspection and Delivery. Article 3 of the Model
CSA Provisions is hereby amended by deleting the last paragraph
thereof and substituting therefor a new last paragraph as
follows:

"The Builder shall not have any obligation to deliver
any unit of the Equipment hereunder at any time if any event
of default (as described in Article 16 hereof) , or event
which with a lapse of time and/or demand could constitute
such an event of default, shall have occurred.".

Article 3 of the Model CSA Provisions, as so amended, is herein
incorporated as Article 3 hereof.



ARTICLE 4. Purchase Price and Payment. The base price or
prices per unit of"the Equipment are set forth in Annex B hereto.
Such base price or prices are subject to such increase or
decrease as is agreed to by the Builder and the Vendee. The term
"Purchase Price" as used herein shall mean the base price or
prices as so increased or decreased.

The Equipment shall be settled for in such number of groups
of units of the Equipment delivered to and accepted by the Vendee
as is specified in Item 2 of Annex A hereto (each such Group
being hereinafter called a Group). The term "Closing Date" with
respect to the first Group shall mean January 30, 1974 and with
respect to the second Group shall mean March 13, 1974, provided
that not more than ten business days prior to any Closing Date
there has been presentation by the Builder to the Vendee of the
invoice and the Certificate or Certificates of Acceptance for
such Group and written notice thereof by the Builder to the
Vendor. The date April 30, 1974 is herein called the Cut-off
Date. The term "business days" as used herein means calendar
days, excluding Saturdays, Sundays and any other day on which
banking institutions in Philadelphia, Pennsylvania or New York,
New York, are authorized or obligated to remain closed.

The Vendee hereby acknowledges itself to be indebted to the
Vendor in the amount of, and hereby promises to pay in cash to
the Vendor at such place as the Vendor may designate, the
Purchase Price of the Equipment, as follows:

(a) On the Closing Date with respect to each Group (i)
an amount equal to 30X of the aggregate Purchase Price of
such Group plus (ii) the amount by which (x) 7OX of the
Purchase Price of all units of the Equipment for which
settlement has theretofore and is then being made, as set
forth in the invoice or invoices therefor (said invoiced
prices being herein called the Invoiced Purchase Prices),
exceeds (y) the sum of $7,000,000 and any amount previously
paid or payable with respect to the Invoiced Purchase Prices
pursuant to clause (ii) of this subparagraph (a) in respect
of the Equipment; and

(b) In 179 consecutive monthly instalments, as
hereinafter provided, an amount (hereinafter called the
Conditional Sale Indebtedness) equal to the aggregate of the
Invoiced Purchase Prices of the units of Equipment in the
Group for which settlement is then being made, less the
aggregate amount paid or payable with respect thereto
pursuant to subparagraph (a) of this paragraph.

The instalments of the Conditional Sale Indebtedness shall be
payable on the first day of each month of each year, commencing
May 1, 1974, to and including March 1, 1989 (or if any such date
is not a business day on the next succeeding business day), each



such date being hereinafter called a Payment Date. The unpaid
balance of the Conditional Sale Indebtedness shall bear interest
from the Closing Date in respect of which such indebtedness was
incurred at the rate cf 9 3/8X per annum and such interest shall
be payable, to the extent accrued, on May 1, 1974 and on each
Payment Date thereafter. The principal amount of Conditional
Sale Indebtedness payable on each of the 179 Payment Dates shall
be calculated on such a basis that the aggregate of the principal
and interest payable on each of such Payment Dates shall be
substantially equal and such 179 instalments of principal will
completely amortize the Conditional Sale Indebtedness. The
Vendee will furnish to the Vendor promptly after the last closing
Date a schedule, in such number of counterparts as shall be
requested by the Vendor, showing the respective amounts of
principal and interest payable on each Payment Date.

Interest under this Agreement shall be determined on the
basis of a 360-day year of twelve 30-day months.

The Vendee will pay interest, to the extent legally
enforceable, at the rate of 10X per annum upon all amounts
remaining unpaid after the same shall have become due and payable
pursuant to the terms hereof or such lesser amount as shall be
legally enforceable, anything herein to the contrary
notwithstanding.

All payments provided for in this Agreement shall be made in
such coin or currency of the United States of America as at the
time of payment shall be legal tender for the payment of public
and private debts. The Vendee shall not have the privilege of
prepaying any portion of the Conditional Sale Indebtedness prior
to the date it becomes due, except as provided in Article 7
hereof and except that the Vendee may prepay the total principal
amount of Conditional Sale Indebtedness then outstanding, without
premium, together with interest accrued thereon, in the event
there shall be a Declaration of Default as defined in Article 16
hereof.

The parties hereto contemplate (subject to the limitations
set forth in the first paragraph of this Article 4) that the
Vendee will furnish that portion of the Purchase Price for the
Equipment as is required under subparagraph (a) of the third
paragraph of this Article 4 and that an amount equal to the
balance of such Purchase Price shall be paid to the Builder by an
assignee of the Builder's right, title and interest under this
Agreement pursuant to an Agreement and Assignment between the
Builder and THE FIRST PENNSYLVANIA BANKING AND TRUST COMPANY, as
Agent, (such Agreement and Assignment being hereinafter called
the Assignment and such assignee being herein called the Assignee
or the Vendor as indicated in Article 25 hereof).



It is agreed that the obligation of the Vendee to pay to the
Vendor any amount required to be paid pursuant to the third
paragraph of this Article 4 with respect to the Equipment is
specifically subject to the fulfillment, on or before the Closing
Date in respect of any Group, of the following conditions (any of
which may be waived by the Vendee, and payment by the Vendee of
the amount specified in subparagraph (a) of the third paragraph
of this Article 4 with respect to such Group shall be conclusive
evidence that such conditions have been fulfilled or irrevocably
waived):

(a) the Assignee shall have paid or caused to have been
paid to the Builder the amounts contemplated to be paid by it
as provided in the preceding paragraph of this Article 4 and
in Section 6 of the Assignment and the documents required by
Section 6 of the Assignment shall have been delivered;

(b) no event of default hereunder or Event of Default
of the Lessee under the Lease, nor any event which with lapse
of time and/or demand provided for herein or in the Lease
would constitute such an event of default or Event of
Default, shall have occurred and be continuing; and

(c) the Vendee shall have received the opinions of
counsel required ky Section 5 of the Lease and such other
documents as the Vendee may reasonably request.

Notwithstanding any other provision of this Agreement (including,
but not limited to, any provision of Articles 16 and 17 hereof),
it is understood and agieed by the Vendor that the liability of
the Vendee for all payments to be made by it under and pursuant
to this Agreement, with the exception only of the payments to be
made pursuant to Article 20 hereof and pursuant to subparagraph
(a) of the third paragraph of Article H hereof, shall not exceed
an amount equal to, and shall be payable only out of, the "income
and proceeds from the Equipment'1, and such payments shall be made
by the Vendee only to the extent that the Vendee or the Assignee
shall have actually received sufficient "income or proceeds from
the Equipment" to make such payments. Except as provided in the
next preceding sentence, the Vendor agrees that the Vendee shall
have no personal liability to make any payments under this
Agreement whatsoever except from the "income and proceeds from
the Equipment" to the extent actually received by the Vendee or
the Assignee. In addition, the Vendor agrees that the Vendee (i)
makes no representation, and is not responsible for, the due
execution, validity, sufficiency or enforceability of the Lease
in so far as it relates to the Lessee (or any document relative
thereto) or of any of the Lessee's obligations thereunder and
(ii) shall not be responsible for the performance by the Lessee
of any of its agreements, representations, indemnities,
obligations or other undertakings under the Lease; it being
understood that as to all such matters the Vendor will look



solely to the Vendor's rights under this Agreement against the
Equipment and to the Vendor's rights under the Lease against the
Lessee and the Equipment. As used herein the term "income and
proceeds from the Equipment" shall mean (i) if one of the events
of default specified in Article 16 hereof shall have occurred and
while it shall be continuing, so much of the following amounts as
are indefeasibly received by the Vendee or the Assignee at any
time after any such event and during the continuance thereof: (a)
all amounts of rental and amounts in respect of Casualty
Occurrences (as hereinafter defined in Article 7 hereof) paid for
or with respect to the Equipment pursuant to the Lease and (b)
any and all payments cr proceeds received by the Vendee or the
Assignee for or with respect to the Equipment as the result of
the sale, lease or other disposition thereof and after deducting
all costs and expenses of such sale, lease or other disposition
and any and all other payments received by the Vendee or the
Vendor under Section 11 of the Lease, and (ii) at any other time
only that portion of the amounts referred to in the foregoing
clauses (a) and (b) as are indefeasibly received by the Vendee or
the Assignee and as shall equal the portion of the Conditional
Sale Indebtedness (including prepayments thereof required in
respect of Casualty Occurrences) and/or interest thereon due and
payable on, or within six days after, the date such amounts
received by the Vendee or the Assignee were required to be paid
to it pursuant to the Lease or as shall equal any other payments
then due and payable under this Agreement; it being understood
that "income and proceeds from the Equipment" shall in no event
include amounts referred to in the foregoing clauses (a) and (b)
which were received by the Vendee or the Assignee prior to the
existence of such an event of default which exceeded the amounts
required to discharge that portion of the Conditional Sale
Indebtedness (including prepayments thereof required in respect
of Casualty occurrences) and/or interest thereon due and payable
on, or within six days after, the date on which amounts with
respect thereto received by the Vendee or the Assignee were
required to be paid to it pursuant to the Lease or which exceeded
any other payments due and payable under this Agreement at the
time such amounts were payable under the Lease. It is further
specifically understood and agreed that nothing contained herein
limiting the liability of the Vendee shall derogate from the
right of the Vendor to proceed against the Equipment or the
Lessee as provided for herein for the full unpaid Purchase Price
of the Equipment and interest thereon and all other payments or
obligations hereunder. Notwithstanding anything to the contrary
contained in Article 16 hereof, the Vendor agrees that in the
event it shall obtain a judgment against the Vendee for an amount
in excess of the amounts payable by the Vendee pursuant to the
limitations set forth in this paragraph, it will, accordingly,
limit its execution of such judgment to amounts payable pursuant
to the limitations set forth in this paragraph.



ARTICLE 5. Title to the Eguipment. Article 5 of the Model
CSA Provisions is hereby amended by deleting the period at the
end of the first paragraph and substituting therefor the
following proviso:

"; Erovidedjt however, that anything in this Article 5 to
the contrary notwithstanding whatever shall constitute
accessions to the Equipment under the Lease shall
constitute accessions to the Equipment under this
Agreement.".

Article 5 of the Model CSA Provisions, as so amended, is herein
incorporated as Article 5 hereof.

ARTICLE 6. Taxes. Article 6 of the Model CSA Provisions is
hereby incorporatecFas Article 6 hereof.

ARTICLE 7. Maintenance and Repair; Casualty Occurrences;
Insurance. The Vendee agrees that, at its own cost and expense,
it will maintain and keep each unit of the Equipment in good
order and repair.

In the event that (i) any unit of the Equipment is lost or
stolen or is destroyed or damaged beyond economic repair from any
cause whatsoever, or (ii) requisitioned, taken over and
nationalized by any governmental authority under the power of
eminent domain or otherwise (such occurrences being herein called
Casualty Occurrences), the Vendee shall, promptly after it shall
have determined that such unit has suffered a Casualty
Occurrence, by notice to the Vendor cause the Vendor to be fully
informed in regard thereto. If the Casualty Occurrence is of a
type referred to .in clause (i) , on the Payment Date next
succeeding 35 days after such notice is given, and if the
Casualty Occurrence is of a type referred to in clause (ii) , on
the Payment Date next succeeding 65 days after such notice is
given (unless such governmental authority assumes all the
obligations of the Lessee under the Lease within 60 days after
such notice is given), the Vendee shall pay to the Vendor a sum
equal to the Casualty Value (as hereinafter defined in this
Article 7) of such unit suffering a Casualty Occurrence as of the
date of such payment and shall file, or cause to be filed, with
the Vendor a certificate setting forth the Casualty Value of such
unit. Any money paid to the Vendor pursuant to this paragraph
shall be applied to prepay the Conditional Sale Indebtedness and
the Vendee will promptly furnish the Vendor a revised schedule of
payments of principal and interest thereafter to be made, in such
number of counterparts as the Assignee may request, calculated as
provided in the fourth paragraph of Article H hereof.

Upon payment by the Vendee to the Vendor of the Casualty
Value of any unit of the Equipment having suffered a Casualty
Occurrence, absolute right to the possession of, title to and



property in such unit shall pass to and vest in the Vendee,
without further transfer or action on the part of the Vendor,
except that the Vendor, if requested by the Vendee, will execute
and deliver to the Vendee, at the expense of the Vendee, an
appropriate instrument confirming such passage to the Vendee of
all the Vendor's right, title and interest in such unit, in
recordable form, in order that the Vendee may make clear upon the
public records the title of the Vendee to such unit.

The Casualty Value of each unit of the Equipment suffering a
Casualty Occurrence shall be deemed to be that portion of the
original Purchase Price thereof remaining unpaid on the date as
of which such Casualty Value shall be determined (without giving
effect to any prepayment or prepayments theretofore made under
this Article 7), plus interest accrued thereon but unpaid as of
such date. For the purpose of this paragraph, each payment of
the Purchase Price in respect of Equipment made pursuant to
Article 4 hereof shall te deemed to be a payment on each unit of
the Equipment in like proportion as the original Purchase Price
of such unit bears to the aggregate original Purchase Price of
the Equipment.

The Vendee will direct the Lessee and any insurers of the
Equipment to pay over to the Vendor any and all insurance
proceeds which the Vendee, as lessor under the Lease, is entitled
to receive from the Lessee or such insurers, as the case may be.

It is further understood and agreed that any insurance
proceeds received by the Vendor in respect of units suffering a
Casualty Occurrence shall be deducted from the amounts payable by
the Vendee to the Vendor in respect of Casualty Occurrences
pursuant to the second paragraph of this Article 7. If the
Vendor shall receive any other insurance proceeds in respect of
insurance carried on such units suffering a Casualty Occurrence
after the Vendee shall have made payments pursuant to this
Article 7 without deduction for such insurance proceeds, the
Vendor shall pay such insurance proceeds to the Vendee. All
proceeds of insurance received by the Vendor in respect of
insurance carried on any unit or units of Equipment not suffering
a Casualty Occurrence shall be paid to the Vendee upon proof
satisfactory to the Vendor that any damage to such unit in
respect of which such proceeds were paid has been fully repaired.

ARTICLE 8. Assignment of Lease. The Vendee, concurrently
with the execution and delivery of this Agreement, is assigning
to the Vendor, as security for the payment and performance of all
the Vendee's obligations hereunder, a part of all right, title
and interest of the Vendee in and to the Lease. The Vendee
agrees that the "income and proceeds from the Equipment11 (as
defined in Article 4 hereof) received by the Vendor may be
applied by the Vendor to discharge the obligations of the Vendee
hereunder and the Vendor agrees to pay to the Vendee any moneys
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paid to the Vendor under the Lease not constituting "income and
proceeds from the Equipment".

ARTICLE 9. Reports and Inspections. Article 9 of the Model
CSA Provisions is herein incorporated as Article 9 hereof.

ARTICLE 10. Marking of Equipment. Article 10 of the Model
CSA Provisions is herein incorporated as Article 10 hereof,
except that nothing contained in such Section 10 shall prevent
the Vendee from allowing the Equipment to be lettered with its
name, initials or other insignia.

ARTICLE 11. Compliance with Laws and Rules. Article 11 of
the Model CSA Provisions is herein"incorporated as Article 11
hereof.

ARTICLE 12. Possession and Use. Article 12 of the Model CSA
Provisions is herein incorporated as Article 12 hereof.

ARTICLE 13. Prohibition Against Liens. Article 13 of the
Model CSA Provisions is herein incorporated as Article 13 hereof.

ARTICLE 14. Indemnities and Warranties. Article 14 of the
Model CSA Provisions is~herein incorporated as part of Article 1U
hereof. The agreement of the parties relating to the Builder's
warranty of material and workmanship and the agreement of the
parties relating to patent indemnification contained in Items 3
and 4 of Annex A hereto are herein incorporated as part of
Article 14 hereof.

ARTICLE 15. Assignments. Article 15 of the Model CSA
Provisions is herein incorporated as Article 15 hereof.

ARTICLE 16. Defaults. Article 16 of the Model CSA
Provisions is hereby amended as follows:

(a) Subparagraph (a) of the first paragraph is hereby
amended by deleting the phrase "15 days" and substituting
therefor the phrase "10 days".

(b) Subparagraph (e) of the first paragraph is hereby
amended in its entirety to read:

11 (e) An Event of Default, as defined in paragraph
(c) of Section 11 of the Lease, shall occur and shall
not be remedied within the time period specified;"

Article 16 of the Model CSA Provisions, as so amended, is herein
incorporated as Article 16 hereof.

ARTICLE 17. Remedies. Article 17 of the Model CSA
Provisions is herein incorporated as Article 17 hereof.



ARTICLE 18. Applicable State Laws. Article 18 of the Model
CSA Provisions is herein incorporated as Article 18 hereof.

ARTICLE 19. Recording.. Article 19 of the Model CSA
Provisions is herein incorporated as Article 19 hereof.

ARTICLE 20. Payment of .Expenses. Article 20 of the Model
CSA Provisions is herein incorporated as Article 20 hereof.

ARTICLE 21. Article Headings; Effect and Modification of
Agreement. Article 21 of the Model CSA Provisions is herein
incorporated as Article 21 hereof.

ARTICLE 22. Notice. Any notice nereunder to any of the
parties designated below shall be deemed to be properly served if
delivered or mailed tc it at its chief place of business at the
following specified addresses:

(a) to the Vendee, at 222 South Riverside Plaza,
Chicago, Illinois 60606,

(b) to the Vendor, at the address set forth in Item 1
of Annex A hereto,

(c) to any assignee of the Vendor or of the Vendee at
such address as may have been furnished in writing to the
Vendee or the Vendor, as the case may be, by such assignee,

or at such other address as may have been furnished in writing by
such party to the other parties to this Agreement.

ARTICLE 23. Immunities; Satisfaction of Undertakings. No
recourse shall be had in respect of any obligation due under this
Agreement, or referred to herein, against any incorporator,
stockholder, director or officer, past, present or future, of the
Vendee or the Builder (or Vendor), whether by virtue of any
constitutional provision, statute or rule of law, or by
enforcement of any assessment or penalty or otherwise, all such
liability, whether at common law, in equity, by any
constitutional provision, statute or otherwise, of such
incorporators, stockholders, directors or officers being forever
released as a condition of and as consideration for the execution
of this Agreement.

The obligations of the Vendee under the first paragraph of
Article 7, the last paragraph of Article 15 and the second
paragraph of Article 17 and under Articles 6, 9, 10, 11, 13, 14
and 19 hereof shall be deemed in all respects satisfied by the
Lessee's undertakings contained in the Lease. The Vendee shall
not have any responsibility for the Lessee's failure to perform
such undertakings, but if the same shall not be performed they
shall constitute the hasis for an event of default hereunder
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pursuant to Article 16 hereof. No waiver or amendment of the
Lessee's undertakings under the Lease shall be effective unless
joined in by the Vendor.

ARTICLE 2«. Law governing. Article 24 of the Model CSA
Provisions is herein incorporated as part of Article 24 hereof;
the term "Selected Jurisdiction1* as used therein shall mean the
State of Illinois, and the Vendee warrants that its chief place
of business is in the State of Illinois.

ARTICLE 25. Definitionj. Article 25 of the Model CSA
Provisions is herein~~incorporated as Article 25 hereof.

ARTICLE 26. Execution. This Agreement may be executed in
any number of counterparts, each of which so executed shall be
deemed to be an original, and such counterparts together shall
constitute but one and the same contract, which shall be
sufficiently evidenced by any such original counterpart.
Although this Agreement is dated as of September 1, 1973, for
convenience, the actual date or dates of execution hereof by the
parties hereto is or are, respectively, the date or dates stated
in the acknowledgments hereto annexed.

IN WITNESS WUEREOf, the parties hereto have executed or
caused this instrument to be executed all as of the date first
above written.

PULLMAN INCORPORATED
(Pullman-Standard division),

[CORPORATE SEAL]

by ̂ f?wL
Vice President

istant Secr
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[CORPORATE SEAL]

NORTH AMERICAN CAR CORPORATION,

by
Vice President

Assistant
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STATE OF ILLINOIS
SS. :

COUNTY OF COOK

On this 0 day of Ocf^QgR , 1973, before me personally
appeared ^ . g. ft ojgy /O «5 £ A/ , to me personally known,
who, being by me duly sworn, says that he is a Vice President of
PULLMAN INCORPORATED (Pullman-Standard division), that the seal
affixed to the foregoing instrument is the corporate seal of said
corporation, that said instrument was signed and sealed on behalf
of said corporation by authority of its Board of Directors and he
acknowledged that the execution of the foregoing instrument was
the free act and deed of said corporation.

[NOTARIAL SEAL]

My Commission expires /H-*-*̂  / * / 7 7J ,

STATE OF ILLINOIS
ss.:

COUNTY OF COOK

frh -'̂  u
On this * day of ̂,'CST.̂ --̂ - f 1973, before me personally

appeared "'' \yv ,..1̂^ (A ĵŝ .-v-.cU , to me personally known,
who, being by me duly sworn, Says that~he is a Vice President of
NORTH AMERICAN CAR CORPORATION, that one of the seals affixed to
the foregoing instrument is the corporate seal of said
corporation, that said instrument was signed and sealed on behalf
of said corporation by authority of its Board of Directors, and
he acknowledged that the execution of the foregoing instrument
was the free act and deed of said corporation.

Notary Public

[NOTARIAL SEAL]

My Commission expires "Dbry P.tr: K-|c of |ir-:is
My C:itimi3sicn t"|'.r,i* \-~.v- -* "-•• M-*



ANNEX A

Item 1: Pullman Incorporated (Pullman-Standard Division), a
Delaware corporation, 200 South Michigan Avenue,
Chicago, Illinois 60604.

Item 2: The Equipment shall be settled for in not more than two
Groups of units of the Equipment delivered to and
accepted by the Vendee.

Item 3: The Builder warrants that the Equipment will be built in
accordance with the requirements specifications and
standards set forth in Article 2 of the Conditional Sale
Agreement to which this Annex A is attached (hereinafter
called the Agreement) and warrants the Equipment will be
free from defects in material (except as to specialties
incorporated therein which were specified or supplied by
the Vendee and not manufactured by the Builder) and
workmanship under normal use and service, the Builder's
obligation under this Item 3 being limited to making
good at its factory any part or parts of any unit of tne
Equipment which shall be returned to the Builder with
transportation charges prepaid, within one year after
the delivery of such unit to the Vendee, and which the
Builder's examination shall disclose to its satisfaction
to have been thus defective. The foregoing warranty of
the Builder is expressly in lieu of all other
warranties, express or implied, including any implied
warranty of merchantability or fitness for a particular
purpose, and of all other obligations or liabilities on
the part of the Builder, excejgt for its obligations
under~Articles 2^ 3 and .14 of the Agreement, and~the
Builder neither assumes nor authorizes any person to
assume for it any. other liability in connection with
the construction and delivery of the Equipment, except
as aforesaid. It is further understood and agreed that
in no event'shall the Builder te liable for indirect or
consequential damages of any kind.

The Builder further agrees with the Vendee that
neither the inspection as provided in Article 3 of the
Agreement noz any examination nor the acceptance of any
units of the Equipment as provided in said Article 3
shall be deemed a waiver or a modification by the Vendee
of any of its rights under this Item 3.

Item 4: Except in cases of articles or materials specified by
the Vendee and not manufactured by the Builder and in
cases of designs, systems, processes, formulae or
combinations specified by the Vendee and not developed
or purported to be developed by the Builder, the Builder
agrees to indemnify, protect and hold harmless the



Vendee from and against any and all liability, claims,
costs, charges and expenses, including royalty payments
and counsel fees, in any manner imposed upon or accruing
against the Vendee, its assigns or the users of the
Equipment because of the use in or about the
construction or operation of any of the Equipment of any
design, system, process, formula, combination, article
or material which infringes or is claimed to infringe on
any patent or other right. The Builder agrees to and
hereby does, to the extent legally possible without
impairing any claim, right or cause of action
hereinafter referred to, assign, set over and deliver to
the Vendee every claim, right and cause of action which
the Builder has or hereafter shall have against the
seller or sellers of any designs, systems, processes,
formulae, combinations, articles or materials specified
by the Vendee and purchased or otherwise acquired by the
Builder for use in or about the construction or
operation of any of the Equipment, on the ground that
any such design, system, process, formula, combination,
article or material or operation thereof infringes or is
claimed to infringe on any patent or other right. The
Builder further agrees to execute and deliver to the
Vendee or the users of the Equipment all and every such
further assurance as may be reasonably requested by the
Vendee more fully to effectuate the assignment and
delivery of every such claim, right and cause of action.
The Builder will give notice to the Vendee of any claim
known to the Builder from which liability may be charged
against the Vendee hereunder and the Vendee will give
notice to the Builder of any claim known to the Vendee
from which liability may be charged against the Builder
hereunder. Such covenants of indemnity shall continue
in full force and effect notwithstanding the full
payment of all sums due under the Agreement, the
satisfaction and discharge of the Agreement or the
termination of the Agreement in any manner.
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FORM 8-1-72
ANNEX C

MODEL PROVISIONS

PART I — MODEL CONDITIONAL SALE PROVISIONS
FOR NON-GUARANTEED LEASE
TRANSACTIONS

PART II — MODEL ASSIGNMENT PROVISIONS FOR
NON-GUARANTEED LEASE
TRANSACTIONS



Part I
[Form 8/1/72]

MODEL CONDITIONAL SALE PROVISIONS FOR
NON-GUARANTEED LEASE TRANSACTIONS

ARTICLE 2. Construction and Sale. Pursuant to this
Agreement, the BuITder shall construct the Equipment at
its plant set forth in Annex U hereto, and will sell and
deliver to the Vendee, and the Vendee will purchase from
the Builder and accept delivery of and pay for (as here-
inafter provided), the Equipment, each unit of which shall
be constructed in accordance with the specifications referred
to in Annex B hereto and in accordance with such modification?
thereof as may be agreed upon in writing between the Builder,
the Vendee and the Lessee (which specifications and modifica-
tions, if any, are hereinafter called the Specifications).
The design, quality and component parts of each unit of the
Equipment shall conform, on the date of completion of manu-
facture of each thereof, to all Department of Transportation
and Interstate Commerce Commission requirements and specifica-
tions for new equipment and to all standards recommenced by tr.e
Association of American Railroads reasonably interpreted
as being applicable to railroad equipment of the character of
such units ot the Equipment, and each unit of the Equipment
(except to the extent, if any, referred to in Annex A hereto
and/or Article 1 hereof) will be new railroad equipment.

ARTICLE 3. Inspection and Delivery. The Builder will
deliver the units of the Equipment to the Vendee at the
place or places within the United States of America specified
in Annex b hereto (or if Annex D does not specify a place or
places, at the place or places within the United States of
America designated from time to time by the Vendee), freight
charges, if any, prepaid, in accordance with the delivery
schedule set forth in Annex D hereto.

The Builder's obligation as to time of delivery is sub-
ject, however, to delays resulting from causes beyond the
Builder's reasonable control, including but not limited to
acts of God, acts of governments such as embargoes, priori-
ties and allocations, war or war conditions, riot or civil
commotion, sabotage, strikes, differences with workmen,
accidents, fire, flood, explosion, damage to plant, equipment
or facilities, delays in-receiving necessary materials or
delays of carriers or subcontractors.

Notwithstanding the preceding provisions of this Article 3,
any Equipment not delivered, accepted and settled for pursuant
to Article 4 hereof on or before the Cut-Off Date (as defined
tuerein) shall be excluded acrefrom. If any Equipment
shall be excluded from this Agreement pursuant to the imme-
diately preceding sentence, tne parties to this Agreement



shall execute an agreement supplemental hereto limiting
this Agreement to the Equipment not so excluded herefrom.

During construction, the Equipment shall be subject to
inspection and approval by the authorized .inspectors of the
Vendee (who may be employees of the Lessee) and the Duilder
shall grant to such authorized inspectors reasonable accees
to its plant. The Duilder agrees to inspect all materials
uuod in the construction of the Equipment in accordance
with the standard quality control practices of the Duilder.
Upon completion of each unit or of a number of units of*
the Equipment, such unit or units shall be presented to an
inspector of the Vendee for inspection at the place specified
for delivery of such unit or units, and if each such unit
conforms to the Specifications, requirements and standards
applicable thereto, such inspector or an authorized repre-
sentative ol the Vendee (who may be an employee of the
Lessee) shall execute and deliver to the Duilder a^certif-
icate of acceptance (hereinafter called the Certificate of
Acceptance) stating that such unit or units have been
inspected and accepted on behalf of the Vendee on the date
of such Certificate of Acceptance and are marked in accor-
dance with Article 10 hereof; provided, however, that the
Builder 5h;ill not thereby be relieved of its warranties
set forth or referred to in Article 14 hereof.

On delivery of each such unit hereunder at the place
specified for delivery, the Duilder shall have no further
responsibility for, nor bear any risk of, any damage to or
the destruction or loss of such unit; provided, however,
that the Duilder shall not thereby be relieved of its war-
ranties sot forth or referred to .in Article 14 hereof.

The Huilcler shall h-ivn no nhl xqation to dolivor any unit
ol rrrnipprrif. hrrounrlor at: any linn while an ovrnt of default
or rvi:nt ol Default, an tlio case rw be, or any rvont ••'hich
with the lapse of Lino nm.l/or demand would constitute an event
of <;• fault r»- Uvont of Ijpfault, r-hnll ho Gubnintimr nnclor thir,
A ir^f-nrnt or tiie LP.T^.O, or, the case nav be, nor after thr oc-
currence ot any event specified in clause (c) of Article 16
hereof or in clause D or E under "Events of Default" in the
Lease, wnetner or not such event is continuing and regard-
less of tne occurrence of any assumption or other event
specified in any such clause.

ARTICLE 5. T_itle__tp__the_ Eqjjipjincnt̂  The Vendor shall
.ind hereby docs retaTn the lull security title to and property
\n the Equiiiiv.c-nt until the? Vendee shall have made all its
payments um.or thin Agreement and shall have kept and pcr-
iormcd all .' ts agreements heroin contained, notwithstanding
any provision of this Agreement limiting the liability of
the Vendee and notwithstanding the delivery of the Equip-
ment to and the possession and use thereof by the Vendee



and the Lessee as provided in this Agreement. Any and all
additions to the Equipment (except, in the case of any unit
of the Equipment which is a locomotive, communications,
siqnal and automatic control equipment or devices havim?
a similar use which have been added to such unit by the Lessee,
the cost of which is not included in the Purchase Price of such
unit and which are not required for the operation or use of
such unit by the Interstate Commerce Commission, the Department
of Transportation or any other applicable regulatory body) , c:-.<..
any and all parts installed on and additions and replacements
made to any unit of the Equipment shall constitute accessicr.-,
to the Equipment and shall be subject to all the terrou and
conditions of this Agreement and included in the term "Equip-
ment" as used in this Agreement.

Except as otherwise specifically provided in Article 7
hereof, when and only when the Vendor shall have been pair'
the full indebtedness in respect of the Purchase Price of
the Equipment, together with interest and all other payments
as herein provided, and all the Vendee's obligatiqns herein
contained shall have been performed, absolute right to the
possession of, title to and property in the Equipment shall
pass to and vest in the Vendee without further transfer or
action on the part of the Vendor. However, the Vendor, if so
requested by the Vendee at that time, will (a) execute a bill
or bills of sale for the Equipment transferring its title
thereto and property therein to the Vendee, or upon its order,
free of all liens, security interests and other encumbrances
created or retained hereby and deliver such bill or bills of
sale to the Vendee at its address referred to in Article 22
hereof and (L) execute and deliver at the same place, for fil-
ing, recording or depositing in all necessary public offices,
such instrument or instruments in writing as may be necossarv
or appropriate in order then to make clear upon the public
records the title of the Vendee to the Equipment. The Vendee
hereby waives and releases any and all rights, existing or
that may be acquired, in or to the payment of any penalty,
forfeit or damages for failure to execute and deliver such
bill or bills of sale or instrument or instruments or to file
any certificate of payment in compliance with any law or statute
requiring the: filing of the same, except for failure to execute
and deliver uuch bill or bills of sale or instrument or instru-
ments or to file such certificate within a reasonable time
after written demand by the Vendee.

ARTICLE G. Taxes. All payments to be made by the Vendee
hereunder will be free of expense to the Vendor for collection
or other charges and will be free of expense to the Vendor
with respect to the amount of any local, state, federal or
foreign t.ixcs (other than net income taxes, gross receipts
taxes [except gross receipts taxes in the nature of or in



lieu of sales, use or rental taxes], franchise taxes measured
by net income based upon such receipts, excess profits taxes
and similar taxes) or license fees, assessments, charges,
fines or penalties (all such expenses, taxes, license fees,
assessments, charges, fines and penalties being hereinafter
called impositions) hereafter levied or imposed upon or in
connection with or measured by this Agreement or any sale,
rental, use, payment, shipment, delivery or transfer of
title under the terms hereof, all of which impositions the
Vendee assumes and agrees to pay on demand in addition to
the Purchase Price of the Equipment. The Vendee will also
pay promptly all impositions which may be imposed upon the
Equipment delivered to it or for the use or operation thereof
or upon the earnings arising therefrom or upon the Vendor
solely by reason of its ownership thereof and will keep at all
times all and every part of the Equipment free and clear of
all impositions which might in any way affect the title of the
Vendor or result in a lien upon any part of the Equipment;
provided, however, that the Vendee shall be under no obliga-
tion to pay a~ny impositions of any kind so long as it is con-
testing in good faith and by appropriate legal proceedings
such impositions and the nonpayment thereof does not,in the
opinion of the Vendor, adversely affect the title, property
or rights of the Vendor in or to the Equipment or otherwise
under this Agreement. If any impositions shall have been
charged or levied against the Vendor directly and paid by
the Vendor, the Vendee shall reimburse the Vendor upon pre-
sentation of an invoice therefor, and any amounts so paici
by the Vendor shall be secured by and under this Agreement;
provided, however, that the Vendee shall not be obligated to
reimburse the Vendor for any impositions so paid unless the
Vendor shall have been legally liable with respect thereto
(as evidenced by an opinion of counsel for the Vendor) or
unless the Vendee shall have approved the payment thereof.

ARTICLE 9. Reports and ̂ Inspections. On or before
March 31 in each year,~ "commencing" ~w~ith the calendar year
which begins after the expiration of 120 days from the
date of tltis Agreement, the Vendee shall cause to be fur-
nished to the Vendor an accurate statement (a) setting forth
as at the preceding December 31 the amount, description and
numbers of all units of the Equipment that have suffered a
Casualty Occurrence during the preceding calendar year (or
since the date of this Agreement in the case of the first
such st<-»tenent) ant1 such ^thcr information regarding the
condition and state of repair cjf tho Equipment as the
Vendor may reasonably request1 and (b) statinq that, in the
rase .of alJ liquipmont repaired or repainted during the



period covered by such statement, the numbers and markings
required by Article 10 hereof have been preserved or replaced.

ARTICLE 10. Marking of Equipment. The Vendee will cause
each unit of the Equipment to be kept numbered with its identi-
fying number as set forth in Annex B hereto, or, in the case
of Equipment not there listed, such identifying number as
shall be set forth in any amendment or supplement hereto extend-
ing this Agreement to cover such Equipment, and will keep and
maintain, plainly, distinctly, permanently and conspicuously
marked on each side of each unit, in letters not less than one
inch in height, the name of the Vendor followed by the words
"Agent, Security Owner" or other appropriate words designated
by the Vendor, with appropriate changes thereof and additions
thereto as from time to time may be required by lav; in order to
protect the Vendor's title to and property in the Equipment anu

rights under this Agreement. The Vendee will.not permit
such unit to be placed in operation or exercise any control

or dominion over the same until such name and words shall havf?
been so marked on both sides thereof and will replace or will
cause to be replaced promptly any such name and words which rray
be removed , defaced or destroyed. The Vendee will not permit
the identifying number of any unit of the Equipment to be
changed except in accordance with a statement of new number
or numbers to be substituted therefor, which statement pre-
viously shall have been filed with the Vendor and filed,
recorded and deposited by the Vendee in all public offices
where this Agreement shall have been filed, recorded and
deposited.

Except as provided in the immediately preceding para-
graph, the Vendee will not allow the name of any person,
association or corporation to be placed on any unit of the
Equipment as a designation that might be interpreted as a
claim of ownership; provided, however, that the Vendee may
allow the Kquipiiiunt to'be lettered with the names or initials
or other insignia customarily used by the Lessee or its
affiliates on railroad equipment used by them of the same
or a similar type for convenience of identification of the
rights of the Lessee or its affiliates to use the Equipment
as permitted under the Lease.

ARTICLE 11. Compliance with Laws and Rules. During the
term of this Aqroement", Hie"Vendee will compTy, and will cause
every lonsc-e or user of the Equipment to comply, in all respects
(including, without limitation, with respect to the use, main-
tenance and operation of the Equipment) with all laws of the



jurisdictions in which its or such lessees' operations involv-
ing the Equipment may extend, with the interchange rules of the
Association of American Railroads and with all lawful rules
of the Department of Transportation, the Interstate Commerce
Commission and any other legislative, executive, administrative
or judicial body exercising any power or jurisdiction over the
Equipment, to the extent that such laws and rules affect the
title, operation or use of the Equipment, and in the event that
such laws or rules require any alteration of any unit of the
Equipment, or in the event that any equipment or appliance on
any such unit shall be required to be changed or replaced, or
in the event that any additional or other equipment or appliance
is required to be installed on any such unit in order to conply
with such laws or rules, the Vendee will make such alterations,
changes, replacements and additions at its own expense; provided,
however, that the Vendee may, in good faith, contest the validity
or application of any such lav/ or rule in any reasonable manner
which does not, in the opinion of the Vendor, adversely affect
the property or rights of the Vendor under this Agreement.

ARTICLE 12. Possession and Use. The Vendee, so long
as it shall not he IrTdcTault under this Agreement, shall
be entitled, from and after delivery of the Equipment by the
Builder to the Vendee, to the possession of the Equipment
and the use thereof, but only upon and subject to all the
terms and conditions of this Agreement.

The Vendee may lease the Equipment to the Lessee as per-
mitted by, and for use as provided in, the Lease, but the
rights of the Lessee and its permitted assigns under the
Lease shall be subordinated and junior in rank to the
rignts, and shall be subject to the remedies, of the
Vendor under this Agreement; provided, however, that so
long as the Lessee shall not be in default under the Lease,
the Lessee shall be entitled to the possession and use of
the Equipment.

So lonq as an event of default specified in Article 16
hereof shall not have occurred and be continuing, the Vendee
shall be entitled to the possession and use of the Equipment,
and the Equipment may be used upon the lines of railroad owned
or operated by the Lessee or any affiliate of the Lessee (or
any other railroad company approved by the Vendor), or upon
lines of railroad over which the Lessee or any such affiliate
has trackage or other operating rights, or over which railroad
equipment of the Lessee or any such affiliate is regularly
operated pursuant to contract, and the Equipment may be used
upon conn^:t.in«j and other carriers in the usual interchange



of traffic, but only upon and subject to all the terms and
conditions of this Agreement; provided, however^ that the
Vendee shall not assign or permit the assignment of any uni-.
of the Equipment to service involving the regular operation
and maintenance thereof outside the United States of America.
The Vendee may also lease the Equipment to any other
company with the prior written consent of the Vendor; provided,
however, that (i) such lease shall provide that the rights
of such* lessee are made expressly subordinate to the rights
and remedies of the Vendor under this Agreement, (ii) such
lessee shall expressly agree not to assign or permxt the
assignment of any unit of the Equipment to service involving
the regular operation and maintenance thereof outside the
United States of America and (iii) a copy of such lease shall
be furnished to the Vendor.

ARTICLE 13. Prohibition Against Liens. The- Vendee will
pay or discharge any and all sums claimed EJy" any party from,
through or under the Vendee or its successors or assigns which,
if unpaid, might become a lien, charge, security interest or
other encumbrance upon or with respect to the Equipment, or
any part thereoi, or the interest of the Vendor therein, equal
or superior to the Vendor's title thereto or property therein,
and will promptly discharge any such lien, charge, security
interest or other encumbrance which arises, but shall not be
required to pay or discharge any such claim so long as the
validity thereof shall be contested in good faith and by
appropriate legal proceedings in any reasonable manner and the
nonpayment thereof does not, in the opinion of the Vendor,
adversely affect the property or rights of the Vendor in or
to the Equipment or otherwise under this Agreement. Any
amounts paid by the Vendor in discharge of liens, charges or
security interests upon the Equipment shall be secured by
and under this Agreement.

This covenant will not be deemed breached by reason of
liens for taxes, assessments or governmental charges or levies,
in each case not due and delinquent, or undetermined or inchoate
materialmen'r», mechanics', workmen's, repairmen's or other
like liens arising in the ordinary course of business and,
in each case, not delinquent.

ARTICLE 14. Indemnities and Warranties. The Vendee
agrees to indemnify, prote~ct~ and hold harmless the Vendor
from and against all losses, damages, injuries, liabilities,
claims and demands whatsoever, regardless of the cause
thereof, and expenses in connection therewith, including but not
limited to reasonable counsel fees and expenses, penalties and



interest, arising out of or as the result of the entering into
or the performance of this Agreement, the retention by the
Vendor of title to the Equipment, the ordering, acquisition,
use, operation, condition, purchase, delivery, rejection,
storage or return of any of the Equipment, any accident, in
connection v/ith the operation, use, condition, possession,
storage or return of any of the Equipment resulting in damaor-
to property or injury or death to any person during the period
when title thereto remains in the Vendor or the transfer of
title to the Equipment by the Vendor pursuant to any of the
provisions of this Agreement, except however, any losses,
damages, injuries, liabilities, claims and demands whatso-
ever arising out of any tort, breach of warranty or failure
to perform any covenant hereunder by the Builder. This
covenant of indemnity shall continue in full force and effect
notwithstanding the full payment of the indebtedness in respect
of the Purchase Price of, and the conveyance of security title
to, the Lquipment, as provided in Article 5 hereof, or the
termination of this Agreement in any manner whatsoever.

The Vendee will bear the responsibility for and risk of
and shall not be released from its obligations hereunder in
the event of, any damage to or the destruction or loss of any
unit of or all the Lquipment.

ARTICLE 15. Assignments. The Vendee will not (a) except
as provided in Article 12 hereof, transfer the right to posses-
sion of any unit of the Equipment or (b) sell, assign, transfer
or otherwise dispose of its rights under this Agreement unless
such sale, assignment, transfer or disposition (i) is made
expressly subject in all respects to the rights and remedies
of the Vendor hereunder and (ii) provides that the Vendee shall
remain liable for all the obligations of the Vendee under this
Aqreement.

All or any of the rights, benefits and advantages of the
Vendor under this Agreement, including the right to receive
iJic payments herein provided to be made by the Vendee, may
be assigned by the Vendor and reassigned by any assignee at
any time or from time to time. No such assignment shall subject
any assignee to, or relieve the Builder from, any of the obliga-
tions of the Builder to construct and deliver the Equipment in
accordance herewith or to respond to its warranties and indem-
nities contained or referred to in Article 14 hereof, or relieve
the Vendee of its obligations to the Builder contained or refer-
red to in Articles 2, 3, 4, 6, 8 and 14 hereof and this Article 10,
or any other obliqation which, according to its terms and context,
is intended to survive an assignment.



Upon any such assignment, either the assignor or the
assignee shall give written notice to the Vendee, together
with a counterpart or copy of such assignment, stating the
identity and post office address of the assignee, and such
assignee shall, by virtue of such assignment, acquire all the
assignor's right, title and interest in and to the Equipment
and this Agreement, or in and to a portion thereof, as the
case may be, subject only to such reservations as may be con-
tained in such assignment. From and after the receipt by the
Vendee of the notification of any such assignment, all payments
thereafter to be made by the Vendee under this Agreement shall,
to the extent so assigned, be made to the assignee in such man-
ner as it may direct.

The Vendee recognizes that it is the custom of railroad
equipment manufacturers or sellers to assign agreements of this
character and understands that the assignment of this Agreement,
or of some of or all the rights of the Vendor hereunder, is con-
templated. The Vendee expressly represents, for the purpose of
assurance to any person, firm or corporation considering the
acquisition of this Agreement or of all or any of the rights
of the Vendor hereunder, and for the purpose of inducing such
acquisition, that in the event of such assignment by the Vendor
as hereinbefore provided, the rights of such assignee to the
entire unpaid indebtedness in respect of the Purchase Trice
of the Equipment or such part thereof as may be assigned,
together with interest thereon, as well as any other rights
hereunder which may be so assigned, shall not be subject to any
defense, setoff, counterclaim or recoupment whatsoever arising
out of any breach of any obligation of the Builder with respect
to the Equipment or the manufacture, construction, delivery or
warranty thereof, or with respect to any indemnity herein con-
tained, nor subject to any defense, setoff, counterclaim or
recoupment whatsoever arisinq by reason of any other indebted-
ness or liability at any time owing to the Vendee by the
Duilder. Any and all such obligations, howsoever arising,
shall be and remain enforceable by the Vendee against and
only against the Builder.

In the event of any such assignment or successive assign-
ments by the Vendor of title to the Equipment and of the
Vendor's rights hereunder with respect thereto, the Vendee
will, whenever requested by the assignee, change the markings
on each side of each unit of the Equipment so as to indicate
the title of such assignee to the Equipment, such markings to
be specified by such assignee, subject to any requirements of
the laws of the jurisdictions in which the equipment shall be
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operated. The cost of such markings in the event of an assiyn-
ment of not less than all the Equipment at the tine covered by
this Agreement shall be borne by the Vendee and, in the event
of an assignment of less than all such Kquipment, such cost
shall be borne by such assignee.

ARTICLE 16. Defaults^ In the event that any one or more
of the following events of default shall occur and ho continnir.'? ,
to wit:

(a) The Vendee shall fail to pay in full any r,un
payable by the Vendee when payment thereof shall be ciuc
hereunder (irrespective of any provision of this Aqreo-
ment limiting the liability of the Vendee) and such
default shall continue for 15 days; or

(b) The Vendee shall, for more than 30'days after
the Vendor shall have demanded in writing performance
thereof, fail or refuse to comply with any other covenant,
agreement, term or provision of this Agreement, or of any
agreement entered into concurrently herewith relating to
the financing of the Equipment, on its part to be kept and
performed or to make provision satisfactory to the Vendor
for such compliance; or

(c) Any proceeding shall be commenced by or against
the Vendee for any relief which includes, or might result
in, any modification of the obligations of the Vendee
hereunder under any bankruptcy or insolvency laws, or
laws relating to the relief of debtors, readjustment of
indebtedness, reorganizations, arrangements, compositions
or extensions, and, unless such proceedings shall have
been dismissed, nullified, stayed or otherwise rendered
ineffective (but then only so long as such stay shall
continue in force or such ineffectiveness shall continue),
all the obligations of the Vendee under this Agreement
shall not have been duly assumed in writing, pursuant to
a court order or decree, by a trustee or trustees or
receiver or receivers appointed for the Vendee or for
its property in connection with any such proceedings in
such manner that such obligations shall have the same
status as obligations incurred by such trustee or trustees
or receiver or receivers, within 30 days after such appoint-
ment, if any, or 60 days after such proceedings shall have
been commenced, whichever shall be earlier; or
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(d) The Vendee shall make or suffer any unauthorized
assignment or transfer of this Agreement or any interest
herein or any unauthorized transfer of the right to pos-
session of any unit of the Equipment; or

(e) An Event of Default as defined in the Lease
shall occur;

then at any time after the occurrence of such an event of
default the Vendor may, upon written notice to the Vendco
and upon compliance with any legal requirements then in force
and applicable to such action by the Vendor, (i) subject to
the riqhts of the Lessee set forth in Article 12 hereof, cauM>
the Loose immediately upon such notice to terminate and/or
(iij declare- (hereinafter called a Declaration of Default)
the entire unpaid indebtedness in respect of the Purchase Price
of thf^ equipment, together with the interest thereon then
accrued and unpaid, immediately due and payable, without further
demand, and thereafter the aggregate of the unpaid balance oi
sue]', indebtedness and interest shall bear interest from the
date of such Declaration of Default at the rate per annum
specifier in Article 4 hereof as being applicable to amounts
remaining unpaid after becoming due and payable, to the extent
legally enforceable. Upon a Declaration of Default, the Vendor
shall be entitled to recover judgment for the entire unpaid
balance of the indebtedness in respect of the Purchase Price
of the Equipment so payable, with interest as aforesaid, and
to collect such judgment out of any property of the Vendee
wherever situated. The Vendee shall promptly notify the Vendor
of any event which has come to its attention which constitutes,
or with the giving of notice and/or lapse of time would consti-
turc, an event of default under this Agreement.

The Vendor may, at its election, waive any such event of
default and its consequences and rescind and annul any Declara-
tion of Default or notice of termination of the Lease by notice
to the Vendee in writing to that effect, and thereupon the
respective rights of the parties shall be as they would have
boon if no such event of default-had occurred and no Declaration
of Default or notice of termination of the Lease had been nadc
or given. Notwithstanding the provisions of this paragraph,
it is expressly understood and agreed by the Vendee that time
is of the essence of this Agreencnt and that no such waiver,
rescission or annulment shall extend to or affect any other
or subsequent default or impair any rights or remedies conse-
quent thereon.
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ARTICLE 17. Remedies. At any time during the continu-
ance of a Declaration" or Default, the Vendor may, subject to
the rights of the Lessee set forth in Article 12 hereof, and upon
such further notice, if any, as may be required for compliance:
with any mandatory leqal requirements then in force and applica-
ble to the action to be taken by the Vendor, take or cause tc
be taken, hy ifc aqont or ayents, immediate possession of tue
Equipment, or one or more of tho units thereof, without liability
to return to the Vendee any sums theretofore paid and free fror
all claims whatsoever, except as hereinafter in this Article I>
expressly provided, and may remove the same from possession ar-j
use of the Vendee, the Lessee or any other person and for sue.1;
purpose tray enter upon the premises of the Vendee or the Lesser
or any other premises where the Equipment nay be located and
may use and employ in connection with such removal any supplies,
services and aids and any available trackage and other facilities
or means of tho Vendee or the Lessee, with or without process of
lav:.

In case the Vendor shall demand possession of the Equipment
pursuant to this Agreement and shall designate a reasonable point
or points on the lines or premises of the Lessee for the
delivery of the Equipment to the Vendor, the Vendee will (sub-
ject to the riyhts of the Lessee set forth in Article 12 hereof),
at its own expense, forthwith and in the usual manner, cause
the Equipment to be moved to such point or points and shall
there deliver the Equipment or cause it to be delivered to the
Vendor. At the option of the Vendor, the Vendor may keep the
rquipment on any of the lines or premises of the Lessee until
the Vendor shall have leased, sold or otherwise disposed of
the same, and for such purpose the Vendee agrees to cause to
be furnished, without charge for rent or storage, the necessary
facilities at any point or points selected by the Vendor. This
agreement to deliver the Equipment and furnish facilities as
hereinbefore provided is of the essence of the agreement between
the parties, and, upon application to any court of equity having,
jurisdiction in the premises, the Vendor shall be entitled to a
decree against the Vendee requiring specific performance hereof.
The Vendee hereby expressly waives any and all claims against
the Vendor and its agent or agents for damages of whatever
nature in connection with any retaking of any unit of the
rquipment in any reasonable manner.

At any time during the continuance of a Declaration of
Default, *-h<? Vendor (after retaking possession of the Equip-
ment as hereinbefore in this Article 17 provided) may, at its
election and upon such notice as is hereinafter set forth,
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retain the Equipment in satisfaction of the entire indebted-
ness in respect of the Purchase Price of the Equipment and
make such dispositon thereof as the Vendor shall deem fit.
Written notice of the Vendor's election to retain the Equip-
ment shall be given to the Vendee by telegram or registered
mail, addressed as provided in Article 22 hereof, and to any-
other persons to whom the law may require notice, within 30
days after such Declaration of Default. In the event that
the Vendor should elect to retain the Equipment and no objec-
tion is made thereto within the 30-day period described Jn
the second proviso below, all the Vendee's rights in the
Lquipment shall thereupon terminate and all payments made by
the Venc'ee may be retained by the Vendor as compensation for
thr use of the Equipment; provided, however, that if the
Vondec, be lore the expiration ol the 30-day period described
in the proviso below, should pay or cause to be paid tc thr
Vendor the total unpaid balance of the indebtedness in respect
of the Purchase Price of the Equipment, together with interest
thereon accrued and unpaid and all other payments due under
this Agreement, then in such event absolute right to the
possession of, title to and property in the Equipment shall
pass to and vest in the Vendee; provided, further, that if
the Vendee or any other persons notified under the torns of
this paragraph object in writing to the Vendor within 30
days from the receipt of notice of the Vendor's election
to retain the Equipment, then the Vendor may not so retain
the Equipment, but shall sell, lease or otherwise dispose
of it or continue to hold it pending sale, lease or other
disposition as hereinafter provided or as may otherwise be
permitted by law. If the Vendor shall have given no notice
to retain as hereinabove provided or notice of intention to
dispose of the Equipment in any other manner, it shall be
deemed to have elected to noil the Equipment in accordance
with the provisions of this Article 17.

At any time during the continuance of a Declaration of
Default, the Vendor, with or without retaking possession
thereof, at its election and upon reasonable notice to the
Vendee and any other persons to whom the law may require
notice of the time and place, may, subject to the rights
of the Lessee set forth in Article 12 hereof, sell the
Equipment, or one or more of the units thereof, free from
any and all claims of the Vendee or any other party claim-
ing from, through or under the Vendee at law or in equity,
at public or private sale and with or without advertisement
as the Vendor may determine; provided, however, that if,
prior to such sale and prior to the making of a contract
for such, "ale, the Vend00 should tender full payment of



the total unpaid balance of the indebtedness in respect
of the Purchase Price of the Equipment, together with
interest thereon accrued and unpaid and all other payments
due under this Agreement as well as expenses of the Vendor
in retaking possession of, removing, storing, holding and
preparing the Equipment for, and otherwise arranging for,
tho sale and the Vendor's reasonable attorneys' fees, then
in such event absolute right to the possession of, title tc
•ind property in the Equipment shall pass to and vest in the
Vendee. The proceeds of such sale or other disposition,
less the attorneys' fees and any other expenses incurred by
thf Vendor in retaking possession of, removing, storing,
holding, preparing for sale and selling or otherwise dispos-
ing of the Equipment, shall be credited on the amount duo
t.o the Vendor under the provisions of this Agreement.

Any sale hereunder may be held or conducted at New
vork, JJew York, at such time or times as the Vendor may
:pecify (unless the Vendor shall specify a different place or
places, in which case the sale shall be held at such place or
l-laces as the Vendor may specify), in one lot and as an en-
tirety or in separate lots and without the necessity of gather-
ing at the place of sale the property to be sold, and in general
in such manner as the Vendor may determine. The Vendee shall
be given written notice of such sale not less than ten days
prior thereto, by telegram or registered mail addressed as
provided in Article 22 hereof. If such sale shall be a private
sale, it shall be subject to the rights of the Vendee to pur-
chase or provide a purchaser, within ten days after notice
of the proposed sale price, at the same price offered by the
intending purchaser or a better price. The Vendor may bid
for and become the purchaser of the Equipment, or any unit
thereof, so offered for sale. In the event that the Vendor
shall be the purchaser thereof, it shall not be accountable
to the Vendee (except to the extent of surplus money reccivrc
as hereinafter provided in this Article 17), and in payment
of the purchase price therefor the Vendor shall be entitled
to have credited on account thereof all nums due to the
Vendor hereunder.

Each and every power and remedy hereby specifically
given to the Vendor shall be in addition to every other
power and remedy hereby specifically given or now or here-
after existing at law or in equity, and each and every power
and remedy may be exercised from time to time and simul-
taneously atui as often and in such order as may be deemed
oxpodieni by the Vendor. All such powers and remedies uhall
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be cumulative, and the exercise of one shall not be dceir.ed
a waiver of the right to exercise any other or others. No
delay or omission of the Vendor in the exorcise of any such
power or remedy and no renewal or extension of any payments
due hereundcr shall impair any such power or remedy or shall
be construed to be a waiver of any default or an acquiescence
therein. Any extension of time for payment horeunder or other
indulgence duly granted to the Vendee or the Lessee shall not
otherwise alter or affect the Vendor's rights or the Vendee's
obligations hereundcr. The Vendor's acceptance of any payment
after it shall have become due hereunder shall not be doomed
to alter or affect the Vendee's obligations or the Vendor's
rights hereunder with respect to any subsequent payments or
Default therein.

If, after applying all sums of money realized by the
Vendor under the remedies herein provided, there shall retrain
any amount due to it under the provisions of this Agreement,
the Vondee shall pay the amount of such deficiency to th«>
Vendor upon demand, and, if the Vendee shall fail to pay
such deficiency, the Vendor may bring suit therefor and
shall be entitled to recover a judgment therefor against
the Vendee. If, after applying as aforesaid all sums
realized by the Vendor, there shall remain a surplus in
the possession of the Vendor, such surplus shall be paid
to the Vendee.

The Vendee will pay all reasonable expenses, including
attorneys' fees, incurred by the Vendor in enforcing its
remedies under the terms of this Agreement. In the event
that the Vendor shall bring any suit to enforce any of its
rights hereunder and shall bo entitled to judgment, then in
such suit the Vendor may recover reasonable expenses, includ-
ing reasonable attorneys' fees, and the amount thereof shall
he included in such judgment.

The foregoing provisions of this Article 17 are subject
in all respects to all mandatory legal requirements at the
time in force and applicable thereto.

ARTICLE 18. Applicable State Laws. Any provision of
this Agreement prohibited by any applica'blc law of any juris-
diction (which is not overridden by applicable federal law)
shall as to such jurisdiction be ineffective, without modify-
ing the remaining provisions of this Agreement. Where, however,
the conflictinq provisions of any such applicable law may be waive
they arc hereby waived by the Vendee to the full extent permitted
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by law, it being the intention of the parties hereto that
this Agreement shall be deemed to be a conditional sale and
enforced as such.

Except as otherwise provided in this Agreement, the
Vendee, to the full extent permitted by law, hereby waives
all statutory or other legal requirements for any notice of
any kind, notice of intention to take possession of or to sell
or lease the Equipment, or any one or more units thereof, and
any otner requirements as to the time, place and terms of the
sale or lease thereof, any other requirements with respect to
the enforcement of the Vendor's rights under this Agreement
and any and all rights of redemption.

ARTICLE 19. Recording. Prior to the delivery and accept-
ance of any Unit of the Equipment, the Vendee will cause this
Agreement, any assignments hereof and any amendments or supple-
ments hereto or thereto to be filed and recorded* in accordance
with Section 20c of the Interstate Commerce Act; and the Vendee
will from time to time do and perform any other act and will
execute, acknowledge, deliver, file, register, deposit and
record any and all further instruments required by law or
reasonably requested by the Vendor for the purpose of proper
protection, to the satisfaction of counsel for the Venuor,
of its title to the Equipment and its rights under this
Agreement or for the purpose of carrying out the intention
of this Agreement; and the Vendee will promptly furnish to
the Vendor certificates or other evidence of such filing,
registering, depositing and recording satisfactory to tne
Vendor.

ARTICLE 20. Payment of Expenses. The Vendee will pay
all reasonable costs and expenses (other than the fees and
expenses of counsel for the Builder) incident to this Agree-
ment and the first assignment of this Agreement (including
the fees and expenses of an agent, if the first assignee is
an agent), and any instrument supplemental or related hereto
or thereto, including all fees and expenses of counsel for
the first assignee of the Agreement and for any party acquir-
ing interests in such first assignment, and all reasonable
costs and expenses in connection with the transfer by any
party of interests acquired in such first assignment.

ARTICLE 21. Article Headings; Effect and Modification
of Agreement. Al1 article headings are inserted for conveni-
ence only and shall not affect any construction or interpre-
tation of this Agreement.
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This Agreement, including the annexes and schedules
hereto, exclusively and completely states,the rights of
the Vendor and the Vendee with respect to the Equipment and
supersedes all other agreements, oral or written, with respect
to the Equipment. No variation or modification of this Agree-
ment and no waiver of any of its provisions or conditions
shall be valid unless in writing and signed by duly authorize;]
representatives of the Vendor and the Vendee.

ARTICLE 24. Law Governing. The terras of this Agreement
and all rights and obligations hereunder shall be governed by
the laws of the Selected Jurisdiction; provided, however;, that,
the parties shall be entitled to all rights" conferred by Sec-
tion 20c of the Interstate Commerce Act and such additional
r.iqhts arising out of the filing, recording or deposit hereof,
i; any, and of any assignment hereof as shall be conferred
bi the laws of the several jurisdictions in which this Agree-
im nt ir any assignment hereof shall be filed, recorded or
deposited.

ARTICLE 25. Definitions. The tern "Vendor", whenever
used in this Agreement, means, before any assignment of any
01' its rights hereunder, the party hereto which has manu-
factured the Equipment and any successor or successors for
the time being to its manufacturing properties and business,
and, after any such assignment, both any assignee or assignees
for the time being of such particular assigned rights as
regards such rights, and also any assignor as regards any
rights hereunder that are retained or excluded from any assign-
ment; and the term "Builder", whenever used in this Agreement,
means, both before and after any such assignment, the party
hereto which has manufactured the Equipment and any successor
or successors for the time being to its manufacturing prop-
erties and business.
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THIS LEASE OF' JX^-ROAD^C^PMENT, dJ ted -
1973, between NORTH AMERICAN CAR CORPORATION, a cqjrporlit'i crT ofr

the State of Dclav;are, (hereinafter called "Lofiscii") , and i3;;Ojy
P. BAKER, RICHARD C. 303sTD and JERVIS LANGDCN , JR., Trusts OB of
the property of PEI.'N CENTRAL TRANSPORTATION CO;::»7iNY, Debtor,
(hereinafter called the "Railroad"), and the successors of 1:̂ :
Trustees, or of any of them, (hereinafter called "Lessees 1'},

WITNESSETH:

WHEREAS, Pullman, Incorporated (hereinafter called
"Manufacturer"), has agreed to manufacture, sell and deliver
and Lessor or a purchaser (herein "Owner") designated by Lessor
who will in turn lease the Cars to Lessor who in such caoe will
be a sub-lessor hereunder, has agreed to purchase and pay for
the freight cars (hereinafter called the "Cars") which are
identified in Exhibit A attached hereto; and

WHEREAS, 'the Cars are to be manufactured in accord-
ance with the specifications approved by Lessees, and Lessor (such
specifications being hereinafter called the "Specifications'1 ) ;
and

WHEREAS, the terms and provisions contained in this
Lease constitute the only understanding, oral or written, bct!.:oer,
Lessor and Lessees relating to the Cars; and

WHEREAS, the aforesaid George P. Baker, Richard C.
Bond and Jervis Langdon, Jr. have been duly appointed Trustees of
the property of the Railroad by an order of the United Stages Distr.c-
Court for the Eastern District of Pennsylvania (hereinafter called
the "Court") in a proceeding under Section 77 of the Bankruptcy
Act entitled "In the Matter of Per.n Central Transportation Co-rpin\',
Debtor, No. 70-347", and said appointment has been duly ratified
by an order of the Interstate Conosrce Corunission, and said Trustscr
have duly qualified as such and are now in possession of and
operating the property of the Railroad pursuant, to the prov:. -IO-.L;
and directions contained in orders of said Court; and

WHERE7iS, by an order of Raid Court dated (̂/̂-'- _
1973, the form and tenr.s of this Lea;;c were approved by~":i<-i.u Co irr.
in substantially the present form hereof, and Lesubco were duly



authorized to execute and deliver this Lease, and to comply with
all the provisions hereof.

NOW THEREFORE, in consideration of the prom.Lsc?^ dtid
of the rentals to be paid and the covenants hereinafter men-
tioned to be kept and performed by Lessees, Lessor hereby
leases the Cars to Lessees and Lessees hereby hire the Cars
from the Lersor upon the following terms and conditions:

SECTION 1. DELIVERY AUD ACCEPTANCE OF CARS. During
the manufacture of each Car the Lessees will cause the materials
and other components which are to be incorporated in, arvJ the
construction of, such Car to be inspected by their authorized
representative at Manufacturer's Butler, Pennsylvania and Bessoirer,
Alabama plants. Promptly after completion of manufacture thereof
Lessor will require the Manufacturer to cause such Car to be
tendered to Lessor and Lessees on behalf of Lessor at Lessees
option either at Manufacturer's plants at Butler, Pennsylvania and
Bessemer, Alabama, or if Lessees pay the cost of transportation
at such other point as may be designated by Lessees. Such trans-
portation shall not be at Lessor's risk. Upon such tender Less, r.~
will forthwith cause such Car to bo further inspected by the
authorized representative referred to above and, if such. Car con.plj'.r*-
fully with the Specifications and is in good order and ready for so-.
Lessees will cause such representative to execute and deliver to
Lessor and to the Manufacturer a Certificate of Inspection and
Acceptance, substantially in the form hereto attached as Exhibit
B, whereupon such Car shall be deemed to have been delivered to
and accepted by Lessees, and shall be subject thereafter to all
the terms and conditions of this Lease, provided, however, that
no Certificate of Inspection and Acceptance shall diminish or
otherwise affect the obligations of Manufacturer under its warranty
agreement with the Lessor and Lessees.

In the event that less than all of the Cars are
delivered and accepted under the terns of this Lease, then
concurrently with the delivery and acceptance of the last Car
so delivered and accepted, Locoes will cause to be executed
and delivered to Lessor a supplervnt to this Lease, in sub-
stantially the form attached hereto as Exhibit C.

At all times during the continuance of this Lease
title to the Gary £;hall be voritod in Lessor or Owner to the exclusio
of Lessees, and any rights of Losnoes in respect of the Cars .shall
constitute a leasehold interest only.

-2-



Unless otherwise agreed between Lessor and Lessees, this
e shall not bo effective as to any cars not delivered anc

accepted on or before April 30, 1974 (hereinafter calJrd "Cutoff Datcj"]

Lessees shall hold Lessor harmless from all costn and
expenses relating to the transportation and storage: of the: Car;-
charqed to t)ie Lessor after their completion by the Manufacturer
prior to the acceptance of the Cars under the terms of the Lease.

SECTION 2. TERM OF THE LEASE. The initial term of
this Lease, (hereinafter called the "Initial Term"), as to
each Car shall commence on the date of delivery to Lessees
specified in the Certificate of Inspection and Acceptance
for such Car and, subject to the provisions of Sections 9
and 11 hereof, shall terminate or. the day, (hereinafter called
the "Initial Term Terminal Day"), preceding the fifteenth
anniversary of the Average Date of Acceptance, as hereinafter
defined in this Section 2. The tenn of this Lease shall expire
on the Initial Terrr: Terminal Day unless Lessees exercise
either or both of their rights and options to extend the
tern: of this Lease? as hereinafter provided in this Section 2.

Unless an Event of Default under Section 11 hereof
shall have occurred and be continuing, Lessees shall have the
right and option, by written notice given to Lessor not less
than one hundred eighty (180} days prior to the Initial Term Tormina]
Day, to extend, subject to the provisions of Section 9 hereof, the
term of this Lease with respect to the Cars then subject to
this Lease for an additional period oft five (5) years, (here-
inafter called the "First Extended Term"), commencing on the fifteenth
anniversary of the Average Date of Accsptance, as hereinafter
defined in this Section 2, and ending on the day, (hereinafter
called the "First Extended Terrr. Terminal Day") , preceding the twentieth
anniversary of the Average Date of Acceptance, as hereinafter
defined ir. this Section 2.

Unless an Event of Default-under Section 11 hereof
shall have occurred and be continuing, Lessees shall have the
right and option, by written notice given to Lessor not lesr- than
one hundred eighty (1GO) days prior to the First Extended Terrr
Terminal Day, to further extend, subject to the provision.1; of
Section 9 hereof, the term of thir> Lease with respect to the Cars
then subject to this Lease for an additional period of five ('})
years, (hereinafter called the "Second Extended Tern"),



on the twentieth anniversary of the Average Date of Acceptance, as
hereinafter defined in this Section 2, and ending on the day,
(fv-roinaf tor called the "Second Extended Tern Terminal Day1'} ,
preceding the twenty-fifth anniversary of the Average Date oi" Ac-
ceptance, as hereinafter defined in this Section 2.

In the event that Lessees exercise either or both of such
rights and options to extend the term of this Lease, the provis ions
of Sections 4(a)( 7, 8, 9, 10, 11, 12, 13 and 15 hereof shu]I bo
applicable during the Initial Term and such extended tern of this
Lease.

From and after the date of execution hereof until
the expiration or termination of the Initial Term or any exten-
sion thereof, as to any Car as set forth in this Section, this
Lcia^e shall not be subject to termination by Lessor except
pursuant to Section 11 hereof upon the occurrence of an Event
of Default, or by Lessees except pursuant to Sections 4(a), 9,
and 13 hereof.

For the purposes of this Lease, the "Average Date of
Acceptance" shall be the first day of the calendar nonth ne::t
succeeding a date determined as follows: the number of Cars ac-
cepted by Lessees on each date of acceptance on or prior to the
Cutoff date, as and if extended, shall in each case be multiplied
by the nuriber of days elapsed subsequent to the date of the
acceptance of the first Car accepted; the
products so obtained shall be added together and divided by the
total number of Cars accepted on or prior to the Cutoff date,
as and if extended, on which any of the Cars were accepted;
and the quotient so obtained (rounded out to the nearest whole
nu:r,ber) will be the number of days elapsed subsequent to the
date of the acceptance of the first Car to and including th-j
datii which is the Average Date of Acceptance; provided, however,
that the Average Date of Acceptance may be such other date an
shall bo agreed upon in writing by Lessor and Lessees.

SECTION 3. RENTALS. Lessees agree to pay to Lessor,
in cash, for the Initial Term of this Lease rental for each
of the Cars subject to this Lease at the monthly rate
specific'! for such type of Car on Exhibit A hereof. Such
rental shall begin to accrue on the date on which such Car is
delivered to and accepted by Lessees hereunder and continuing
during the period ending on the earlier of (i) the Initial
Terrr. Terminal Day or (ii) the date, if any, on which this
Lease shall torminate with respect to such Car pursuant to
Sections 4(a), 9, 11 or Section 13(a) hereof.



In the event thai: Lessees exercise their first r :hl.
and option to extend the terin of this Loose, Lessees agree to
pay to Lessor, in cash, durint: the First Extended Term monthly
rental for each of the Cars then subject to thin Lease equal to
the Fair Rental Value, as hereinafter defined in tins Section '3,
beginning on the fifteenth anniversary of the-1 Average Date of
Acceptance and ending on tho earlier of (i) the First Exl.enciotJ
Torn Terminal Day or (ii) the date, if any, on whj ch this Lease
shall terminate with respect to such Car pursuant to Sections - J < a }
9, 11 or Section 13(a) hereof.

In the event that Lessees exercise their second rjqhl'
and option to further extend the term of this Lease-, Lessees acrrec-
to pay to Lessor, in cash, during the Second Extended Tern n.o:,i;hly
rental for each of the Cars then subject to this Lease equal to tho
Fair Rental Value, as hereinafter defined in this Section 3,
on the twentieth anniversary of the Average Date of Acceptance
beginning on such twentieth anniversary and ending on tho oarlier
of (i) the Second Extended Tern Terminal Day or (ii) the date, if
any, on which this Lease shall terminate with respect to &u:-\\ Cor
pursuant to Section?; 4 (a), 9, 11 or Section 13 (a) hereof.

r

If on or before two months prior to tho expiration
of the Initial Tonn cr First Extended Term of this Lease, Lcs.<:or
and Lessees are unable to agree upon a detcrnination of tho 1'dir
Rental Value of such Cars, the fair Rental Value shall be determined
by on independent appraiser mutually agreed upon by Lessor and
LGSFPGS, or failing such agreement, a panel of three independent
appraisers, one of whom shall bs selected by Lessor, the second
by Lejijjeos and the third designated by the first two so sole-:! .jd.
The: appraiser or appraisers shall be instructed to make such
detem.Lnation within a period of thirty days following appoi ::i rrcint
and shal 1 promptly communicate- such determination in writing to
Lessor and Lessees. The determination so rr.rde shall be conclusively
binding upon both Lessor and Lessees. The expenses and fees: of tho
appraiser or appraisers shall be borne by Lessees.

Fair Rental Value shall mean at any time? for the
do termination thereof an amount determined on the basic of,
nnd equal to, the value which would obtain in any arm's-length
trans:action under the tenns hereof for the applicable per.i <_••('.
fcatwtt-r. ar. informed and willing lessee-user (otheir than a 1 c.i::•>(••.-.-
user currently in possession) and an inforn.^d and willing Ir.vor
under no compulsion to lease and, in such determination, corl:'.
of removal from the location of current use shall not bo -i
deduction from such value.

-5-



Lessees agree to pay such rental to Lessor as fol 1 ov;<, :
For the calendar irrjnth during which a Car i:= delivered and
accented a daily pro rat a rental rate for such Car will bo
payable frojn the dt,to of acceptance throuql-i the la sit d.iy of
that month on or before tho lOf.h day of the following nonth
and the rer.tnl for each succeeding inor.th will bo payable on
tho first business day of the calendar month next succeeding
the calendar ncnth in which the* rental accrued.

Lessees will pay, to the extent legal.I y enforcoi-blf,
interest at the rate of 10% per annum upon rentals remain!no
unpaid after the sa.T.e shall have be corns due and payable under
any of the provisions of this Lease.

Al] payments to be made to Lessor shall ba made at
the office of Lessor at 222 South Riverside Plaza, Chicago, Illinois,
60606, or at sue!", other place or places as shall be directed in
writing by Lessor.

r „

SLCTION 4. COVENANTS, REPRESENTATIONS AND WARUA"';1 TES.

(a) Lessor represents and warrants that at the
tine a Car becomes subject to this Lease, Lessor will lav:*-..:lly
have the right to lease such Car hereunder anrl that such Car v:i;i ;;*?
free and cle,-:r of all liens and encumbrances of any nature
whatsoever except only the rights of Lessees hereunder and
of the holder of any chattel mortgage or conditional sale
agreer.ont or of tha trustee of an equipment trust or of the
holder of any other lien created heretofore or hereafter by
the Manufacturtir or the Lessor or. such Cars and except for
liens for ta>:ey, ar.f̂ SjST.ents or governnic-r.tal charges or levies
net yet duo and delinquent or not yet subject to penalty for
non-payment, or \inC~ctcjrr.ined or inchoate ••atorialnen ' s ,
mechanics1, vorfci.K-::1 s, repairmen' s, eDployoos' or other like
lienw arising in tho ordinary course of business and net del i nrrv?::t
(suc]i liens, tO73t"^r with the leasehold and Manufacturer's; ir.Lero:;*.
described in'n-'K^iatcly hereafter, being herein called "PeiiiitLesd
Lions") . Le.'-ipor haLi indicated that Lessor may en tor into a
transaction wr.^rpJ-y Lessor may become Vendee of the Cars pur.^u.ir.t
to a Conditional Snlc-n Contract from a Vendor (herein "Vender") .
Tlie interost oi such Vendee and Vendor shall constitute a
Permitted Lien. Leo nor agrees to pay or hold the Less
harmless fron tiny r,uc:h Pernitted Liens. THE FOPrGOINC;
IS EJLCLtJPTVJ-1 AKD* TK I.TEU OF ALL OTHER WARRAft'TlISS BY LESS OK,
WRITTEN, ORAL OR IKI'LTIID INCLUDING WITHOUT LIMITATION ANY U



OF MERCJJAKTABJIMTY OH FITIJiiS.S OF ANY KIND; THE CUIKT EN.JOY?::1::? 03-'
THE CAK,<~> CR AKV OTIiL.7 MATTER WHATSOEVER. ALL SUCiT RTS":i AL. [JiyiT.'i •];:
THE LEriSOH AND TIP!-: LESSUrH AIIH TO BE BORNE BY TUP LKPSHJIS . PJi;:'.ri Uli
HOWEVER, IN TEfr : KVEfJT THE POSSESSION 01' A CAR IS TAKt.N Fl?0^ 1 ,£fITJ\'-',
BY A HOLDI:?* or A PERMITTED Lir.N OR A PERSON CLAIMING THRU!:T,M Lr.-'.so;?
AS TO SL'CIf CAR THIS LEAS!-! SHALL TERMINATE AS OF T1JIJ DATi: 0:' SUCJ.
TAKING UNLErn LKSSIJSS ARE JN DEFAULT HEKEUKDi^R. The Lessor Ju-ro^y
appoints and constitutes the Lessees its agesnt and at-torr.ry-in-1 jc!.
during the te3.--i of this Loaso to assert and onforco, frr^n ti~-'> to
time in tho n,ino and for the account of the Lessor and tiu.j L,i_-:>r.. :• -,
as their int.̂ n.-j-'u.s nay appear, but in all cases at the so.le cost
and expense of the Lessess, v/hatcver claims and rights Li-o-i.cr ray
have againiiL any manufacturers or contractors in respect of i.Jio Car;

(b) LCJSOUS represent and warrant that:

(i) Lessees, George P. Baker, Kichard C. Bond
and J^rvis Langdon, Jr., have been duly appoinf-ed
as TruElecs of thr: Property of the Railroad by «:r. order
of t]if; United States District Court for the Eastern
District of Pennsylvania; the appointment of said Trur;-
te:;s ha?, 'been duly ratified by an order of the
Invr:ri;l.ate Commerce Commission; and said Truatcfj^ are
duly vested with the title to the properties of the
RaaIrcad and have the power and authority to carry on
its business.

(ii) The execution and delivery of this Lease by
Lesî -.T? and their compliance with the provisions ho roof
have bsnn duly authorized by an order of said Court;
and thiT Lease is legal, valid, binding and enforce-
able against Lessees in accordance with its terns.

(ii.i) The rights of Lessor as herein set forth
and the title of Lessor to the Cars are free and
cleur of the lien, charge or security intc-res-t croa'ieJ
by <.:iy mortgage, security agreement or other instru-
ment binding upon the1 Railroad or Lessees.

(iv) Except for the authorization by the United
Statn.; District Court for the Eastern DiKtrict oi'
Pennsylvania of the execution and delivery of thir-
Lea::-j by the LOSPH^S, no governmonta] autliorizat io:ir,,
approvals or exemptions are required by the Lesseer;
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for the execution and delivery of this Lease or for
the validity and enforcuability hereof or for tin-
leading of the Cars hereundcr, for the1 rentals -mrJ
for the other terms and conditions herein provi^d;
or, if any such authorizations arc required, thoy
have been obtained and, if any such authorization.
shall hereinafter be required, they will be prompt ly
obtained.

(v) No litigation or administrative proceedings
are pending or, to the knowledge of Lessees, are
threatened against Lessees, the adverse dote nnin.- Lion
of which would affect the validity of this Lear;;1

or the rights of Lessor to enforce the provisions
hereof.

(vi) Obligations to make rental and ot3;er payment.:
under this Lease will constitute expenses of
administration of Lessees, payable on a parity with
other equipment obligations theretofore or thereafter
assumed or incurred by Lessees' and, upon occur j
of an Event of Default under this Lease, any clain
for damages will constitute an expense of

SECTION' 5. OPINION'S OF COUNSEL. Concurrently with Lhs
delivery of Certificates of Inspection and ^-cc^ptancc herouiuJor,
Lessees will deliver to Lessor an opinion of Robert W. Blcjnc/.et.ta,
Esq., Counsel for Lessees, or an attorney designated by hiir.
satisfactory to Lessor, to the effect that (i) Lessees, George P.
Baker, Richard C. Bond and Jervis Langdon, Jr. (or any successor
or additional Truiitec-s) r have been duly appointed as Trustee;; of tl.r>
property of the Railroad by an order of the United States District Co'i.-.
for the Eastern District of Pennsylvania; the appointment of said
Trustees has been duly ratified by an order of the Interstate CoMr-erc':
Commission; and said Trustees aro duly vested with title to t_Jio
properties of the Railroad and have the power and authority to carry
on its business; (id.) the execution and delivery of this Lt>,T!;e by
Lessees and their compliance with the provisions hereof have h^r-n
duly authorized by an order of said Court; and this Lease is Icoa],
vaVid, binding and enforceable against Lessees in accordant"1 \.'.i.t.:i :i<j
term.i;; (iii) the rights of Lesser as lie rein set forth and the tit IP
of Lussor to the Cars are free and clear of the lien of any irorf'j^-jo,
security agreement or other instrument bindincj upon the IV. i I ;-o.;i!
or Lessee.*?; (iv) obligations to make rental and other payr...-:M •
this Lease will constitute expenses of administration of Lfs.'i-



payable? on a parity with other equipment obligations therc-t L. f\ n
or thereafter as.̂ uir.ed or incurred by Lessees; and, upon occurrorKJt'
of any Event of Default under thi:; Lear.e, any claim for d,Ti,,'/y
will constitute an expense of administration; (v) this Le-n, j har
been filed and recorded in such public offices as are necvs-
sary for tho full protection of the rights of Lessor in the:
United States of America and in Canada; and (vi) no approval
of tho Interstate Conrnorce Commission or any other govorr..-. jnta!
authority (except the Court in the proceedings for the re:,r-n-- i Ca-
tion of' the Railroad) is necessary for the execution and delv.ory
of this Lease, or if any such approval is necessary (specifying
the same), that it has been obtai.ned. Counr.ol for Lessoet: ox-
attorneys designated by him to deliver such opinion to LCF:SO;-
may rely upon an opinion of Canadian counsel as to Canadian luv; or
as to matters governed by the laws of any of tho United £itM-"f: on
opinions of attorneys for Lessoos of such jurisdiction who arc
satisfactory to Lessor,

SECTION 6. IDENTIFICATION MARKS. The Lessees \vi M
cause each Car to be kept numbered with the identifying nujr^-rj.-
set forth in Schedule A hereto, or in the case of any Car nou
there listed such identifying number as shall bo set forth In
any amendment or supplement hereto extending this Lease to cover
such Car, and will keep and maintain, plainly, distinctly,
permanently and conspicuously marked on each side of each Czt,
in letters not less than one inch in height, a nair.e design;! !-ea
by Lessor followed by the words "Agent, Security Owner" «ar.d the
name of Lessor followed by the word "Lessor" or other appropriate
words designated by the Lessor, with appropriate changes thereof
and additions thereto as from tine to time may be required by lav:
in order to protect the Lessor's and any Vendor's title to dr.ci
property in such C&r and the rights of the Lessor undar ti:iK Lease
and of the Vendor under any Conditional Sale Agreement. Thu Lepr:o~i;
x^ill not place any such Car in operation or exercise any control or
dominion over the s-ime until such name and words shall have bc-en
so marked on both sides thereof and will replace promptly any
such name and words which may be rerrovod, defaced or deutrov^d.
The Lessees will net change the identifying nur±«r of any Car
except in accordance with a statement- of new number or iiunl.L-vs
to bo substituted therefor, which staLeinant previously shaj 1 h:.vo
been filed with any Vendor and tho Lessor and filed, recorded
and deposited by the Lessees in all public office whero this
Loacfi shall have been filed, recorded and deposited.

Except as provided in tho immediately precedino p.\;--;-
grnph, the Lessees will not allow thi.- nara^ of any person, af.i;--f:lo-
tion or corporation to be placed on any Cav au a designaL UTS :h,;r
might be interpreted as a claim of ownership; provided, IICA--' v. .-,
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that the Lessees may allow the Cars to be lettered with the name?;
or initials or other insignia customarily used by the Lessees
or their affiliates on railroad equipment used by them of tho sai.io
or a similar type for convenience of identification of their- rights
to use tho Cars as permitted under this Lease.

SECTION 7. TAXES. Lessees agree that, duriny the
continuance of this Lease, in addition to the rentals heroin
provided, Lessees will promptly pay all taxes, assessments and
other governmental charges levied or assessed upon or in
respect of the Cars, or any thereof, or upon the use or opera-
tion thereof or the Lessees earnings arising therefrom, if and to
the extent that any such taxes, assessments or other govcrnrr.cjjr.al
charges may give rise to any lien upon the Cars or may become
a claim entitled to priority over any of the rights of Owner or
Lessor in and to the Cars, and as additional rental will pronptl.y
pay or reimburse Lessor for all taxes, assessments and other govern-
mental charges levied or assessed against Lessor-, Owner or any
successor in title of either solely on account of ownership of tho
Cars, or any thereof, or on account of the use or operation tharnor
or on account, of the earnings arising therefrom (exclusive, however,
of any tax in the nature of an income tax on the net inco:no from
the rentals herein or in any lease between Owner and Lessor) incluc3: r.;;
without limitation all licenses and registration fees, assafjsr.icnts
and any sales, use or similar taxes payable on account of the sale or
delivery of the Cars by the Manufacturer to Lessor or the leading o£
the Cars hcrounder; but Lessors shall not be required to pay the r,,-!~..>
so long as they shall in good faith and by appropriate leg^l or
administrative proceedings contest the validity or amount th^rr.of un.V1
thereby, in the judgment of Lessor, the rights or interest of Los:;or
or Owner will be materially endangered, nor shall Lessees be- required
to make any tax payment which is deferred; by order of a court having
jurisdiction, provided that such deferment shall not subject the titlvj
and interest, or Owner or Lessor in and to the Cars to any lien or
encumbrance.

In the event any tax reports are required to be made on the bacis
of individual Cart;, Lessees will either make such reports in r.uch
manner as to show the ownership of such Cars by Lessor or Owner
or any successor in title or will notify Lessor of such requirement
and will mako such report in such manner as shall be satiufactory to
Lessor. In addition to the above taxes, Lessees shall pay a:v/
penalties or interest thereon imposed by any state, federal or local
government upon any Car whether or not the same shfil.l be ?i>::̂ j-.r;orl
against or in the name of the Lessor or Owner and the Lcinr̂ .".-̂  shall
reimburse the Lessor for any damages or expenses resulting froir. such
failure to pay or discharge any items to be paid under thin Section.
Lessees shall be obligated to pay only such taxes, penalties or
interest as are levied or assessed during the term of this Loc-so.



SECTION 7A. INVESTMENT TAX CREDIT INDEMNIFICATION

This Section 7A is written under the assumption thai,
the Owner of the Cars will be the Lessor or its nominee oml 1 hat
as the Owner it will be entitled to and will retain all of the
Federal income tax benefrts incident to such ownership including,
without limitation, the investment tax credit. If Lessor i.<-: Llio
Owner, solely for the purpose of interpreting the remainder cf
this Section 7A, the word "Owner" shall be presumed to mea:i the
"Lessor" and the word "Owner's" shall be presumed to mean the?
"Lessor's", whenever such words appear in the remainder of this
Section 7A. If Lessor's nonince becomes Owner, Lessor shal1 notify
Lessees in writing prior to the acceptance of any Car hereundur.

(a) It is the intent of the parties to this Lea:;c that
the Owner shall be considered to be the Owner and original user of
all the Cars which are subject to this Lease for all Federal incono
tax purposes, that the Owner shall be entitled to and shall claim
an investment tax credit of seven percent of the Owner's qualified
investment in each Car (as explained below) in accordance with the
provisions of Section 38 and 46 through 50 of the Internal Revenue*
Code of 1954, as a'mended, ("Code"), that the Owner shall be entitled
to claim depreciation with respect to each Car by any of tho depre-
ciation methods and by using the minimum life provided for Asyot
Guideline Class 00.25 provided for under Section 167 (m) of thtj Coc\=,
(hereinafter the "ADR Deduction") or any corresponding provision
of subsequent law; and the Lessees agree that they will at no tir.o
take any action or file any document which is inconsistent with
the'foregoing intent.

(b) If a determination is made by any Federal court deci?io.
(including a decision of the United States Tax Court) , or if a deter-
mination, which is concurred in by the tax counsel designated as pro-
vided in Section 7A(f) hereof, is made by the Internal Revenue- Servic.
("IRS"), either of which determinations is hereinafter referred to <3i3
a ("Final Determination"), that, due to any amendment to the*
provisions of the Code relating to the investment tax credit, the
effective date of which is on or before the commencerpsnt of the
original use of any Car by or on behalf of the Lessor, or d'>:e
to any act or omission of the Lessees, or due to the uso including
without limitation use by any governmental body or omission to
uso any Car during the term of this Lease with respect thereto, the
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Owner shall not have or shall lose (by recapture or otherwise*} tho
right to claim, or there shall be disallowed any portion of, the
investment tax credit (provided for in Sections 38 and 4f> through 50
of the Code, as in effect on the date of this Lease) equal to seven
percent of the Owner's "qualified investment" (within the moaning of
Section 46(c) of the Code and Sections 1.46-3 and 1.1502-3 of Treasury
Income Tax Regulations) (hereinafter called "Qualified Investment") in
any Car, because such Car is not "new Section 38 property" {within
the meaning of Section 48(b) of the Code) with respect to the Owner
at the commencement of the Initial Term as to such Car or because
such Car ceases to be "section 38 property" (within the meaning of
Section 48(a) of the Code) with respect to the Owner the Lessees
shall pay to the Lessor as liquidated damages (for the loss of a
bargain and not as a penalty) within thirty days of such Final
Determination the amount computed under Section 7A(e) hereof.

(c) The Lessees shall also pay to the Lessor as liquidated
damages the amount computed under Section 7A{e) hereof if it is the
opinion of the tax counsel designated as provided in Section 7A(f)
hereof that due to any amendment after the date hereof to the
provisions of the Code relating to the investment tax credit, or due
to any act or omission of the Lessees, or due to the use or omission
to use any Car during the term of this Lease with respect thereto,
the Owner may not reasonably claim an investment tax credit of
seven percent of the Owner's Qualified Investment in any Car, or may
not reasonably fail to recompute an investment tax credit previously
claimed with respect to any Car, because such Car is not "new section
38 property" (within the meaning of Section 48(b) of the Code) with
respect to the Owner at the commencement of the Initial Term as to
such Car or because such Car ceases to be "section 38 property" (within
the meaning of Section 48(a) of the Code) with respect to the Owner.
The issuance of the opinion referred to in the preceding sentence
of this paragraph shall be considered to be a Final Determination for
all purposes of this Section 7A.

(d) Unless the terms of this Lease or any waiver of the
terms hereof specifically provide otherwise by express reference; to
this Section 7A, the obligation of the Lessees under this Section 7A
to pay liquidated damages under the circumstances provided for herein
shall not be reduced or eliminated, except that (1) the Lesnucs shall
be under no obligation whatsoever to pay any such liquidated damages
if a Final Determination results in the Lease or the Lease between the
Owner and the Lessor constituting a sale for Federal income tax
purposes, (2) the Lessees shall be under no obligation to pay such
liquidated damages with respect to any Car for which the Lessees
shall pay liquidated damages as provided in Section 9 hereof and
(3) the Lessees shall be under no obligation to pay such liquidated
damages with respect to any Car to the extent that the Owner, or
any affiliated group of which the Owner is a member, would not have
obtained a tax benefit from all or any portion of an investment
tax credit with respect to such Car due to the failure of the Owner,
or any affiliated group of which the Owner is a member, to have-
sufficient Federal income tax liability.



(e) The liquidated damages attributable to any Paiul Deter
mination provided for in Section 7A{b) and (c) hereof shall be an
amount equal to the sum of:

(1) the quotient of (i) the difference between
7% of the Owner's qualified investment in the Unit,
(or the total Investment Credit previously allowed the
Owner with respect to such Unit) and the Investment
Credits with respect to the Unit which aro allowod
to the Owner (before taking into account any liroi.t.a-
tion on the amount of such credit based upon the
Owner's Federal Income Tax liability) plus the
amount of any Federal tax penalties attributable to
any act or omission of the Lessees required to bo
paid by the Owner divided by (ii) that percentage
which is the difference between (A) 100% and (B)
the sum of (x) the highest effective Federal income
tax and/or excess profits tax rate generally applicable
to domestic corporations (including therein the offcct
of any applicable surtax, surcharge and/or any otl-.nr
federal tax or charge related to net income or excess
profits, or related to any tax on net income or excess
profits) for the taxable year of the Owner in which
the payment of liquidated damages are herein require]
(hereinafter referred to as the "Federal tax rate")
plus (y) the highest effective generally applicable rate
of tax imposed by the State of Illinois on net income
and/or excess profits of Illinois corporations for th.;
taxable year of the Lessor in which the payment of
liquidated damages are herein required multiplied by
that percentage which is the difference between IOC?,
and the federal tax rate for such year, plus

(2) the amount of any tax deficiency interest which
is required to be paid by the Lessor and is attributable.
to the period prior to the Lessees' payment to the Lessor
of the liquidated damages.

(f) The tax counsel referred to in Section 7A(b) and (c)
hereof shall be such tax practitioner as the Lessor and the l.Kssees sr
agree to and designate in writing. However, if the Lessor and the
Lessees are unwilling or unable to so agree and designate, sucii tax
counsel shall be such law firm or public accounting firm as t.r.o res-
pective public accounting firms retained by the Lessor and the Ler>snc.<
uhall in their solo discretion agree to and designate in wrjtinq.
The Lessor and the Lessees shall share equally in any exprnuos, incln
fees and disbursements, of any such tax counsel so agreed to and dori
natod for the purposes provided in this Section 7A.
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(g) In the event that the Owner, or the common parent
corporation of any affiliated group of which the Owner in a member,
"shall commence any law suit in any Federal court (including the United
States Tax Court) which, if decided adversely to the Owner or any
such common parent corporation, would obligate the Lessees t-o pay
liquidated damaqen to the Lessor pursuant to Section 7A(b) hereof then,
and in any such event, the Lessor shall within forty days of the
commoncement of such law suit advise the Lessees in writing of the
commencement of such suit and shall thereafter keep the Lessees informs
as to the progress thereof. The Lessor shall -use its best efforts
to assure the successful prosecution of any such law suit; and Lessees
shall use their best efforts to comply with any reasonable requests
made by the Lessor or the Owner for assistance in the prosecution of
such suit. The Lessor and the Lessees shall share in the expenses
of conducting any such law suit, including the fees and disbursements
of any outside counsel and any other costs incurred by the Owner
or the Lessees which are directly related to such law suit, in such
proportions as the Lessor and the Lessees shall agree upon. However,
if the Lessor and the Lessees are unwilling or unable to so agree,
such expenses shall be paid by the Lessor and the Lessees in such
proportions as shall be deemed equitable in the opinion of the tax
counsel designated as provided in Section 7A(f) hereof.

* •

(h) In the event a determination of the specific type
described in Section 7A(b) hereof shall have been made by tho IRS,
except that such determination shall not be a Final Determination
by reason that such determination shall not have been concurred in
by the tax counsel designated as provided in Section 7A{f) hereof,
and in the further event that (1) the Owner, or the common parent
corporation of any affiliated group of which the Owner is a mercber,
shall have paid to the IRS the amount of any Federal income tax
deficiency and statutory interest thereon attributable to such deter-
mination and shall have filed with the IRS a claim for refund of such
amount, (2) the IRS shall have failed to refund all or any portion
of such amount, (3) the Owner, or any such common parent corporation,
shall have commenced a suit in a Federal court for the recovery of
the unrefunded portion of such amount, and (4) with respect to such
suit such court shall have made a Final Determination as specifically
described in Sect Jon 7A(b) hereof; then, and in any such eventuality,
in addition to the liquidated damages applicable to such Final
Determination, thy Lessees shall pay to the Lessor within thirty days
of such Final Determination an amount equal to interest on the un-
refunded portion of such amount computed at the rate of six percent
per annum or the effective interest cost to the Lessor, whichever is
greater, from the date of said payment of such amount to the IRS to
the date of such Final Determination. In no event shall such interest
cost exceed 8.875% per annum.

(i) The Lessees' and the Lessor's agreement to pay any
sums which may bcccoi:? payable pursuant to this Section 7A shall
survive the expiration or other termination of this Lease.
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SECTION 7B. ADR TAX INDEMNIFICATION.

(a) If (i) at any time the Lessor shall lose, or shall.
not have or shall lose the right to claim, or there shall be
disallowed with respect to the Lessor, all or any portion of uhe
ADR Deduction provided for in Asset Guideline Class 00.25 witli
respect to any Car solely as a result of any act or omission of the
Lessees or due to the use or omission to use any Car during Lhu term
of this Lease with respect thereto, representations and warranties
of the Lessees or (ii) at any time prior to the commencement, of the
original use of any Car by or on behalf of the Lessor there? ah all
have been enacted any amendment to the Internal Revenue Codo of
1954, as amended, which would operate to reduce or eliminate? the ADR
Deduction with respect to any Car then the rental rate applicable
to such Car set forth in Section 3 of this Lease shall, on and
after the next succeeding rental date after written notice to the
Lessees by the Lessor of the occurrence of any such event, be
increased by such amount for such Car which will cause the Lessor's
net return over the term of the Lease in respect of such Car to
equal the net return that would have been available if such event
had not occurred and the Lessee shall forthwith pay to the
Lessor the amount of any interest which may be assessed by the
United States against the Lessor attributable to the occurrence
of such event and which had been paid by the Lessor.

(b) The rental rate under this Section 7B(a) shall not
be so adjusted if the Lessor shall have lost, or shall not have,
or shall have lost the right to claim, or if there shall have been
disallowed with respect to the Lessor, all or any portion of such
ADR Deduction with respect to such Car as a direct result of any
of the events specified in Section 7A(dJ, or the Lessor's failure
to take timely action in contesting a claim made by the Internal
Revenue Service with respect to the disallowance of such ADR
Deduction if the failure to take such action in a timely manner
shall have precluded the right of the Lessees to contest such clain,
or the Lessor's failure to take action to contest any such claim
after a timely request to conduct such contest has been given by the
Lessees to the Looser (provided that the Lessees shall have upon
demand of the LcfSLJor paid to the Lessor the reasonable expenses of
any such contest as a condition of prosecuting the same), or as a
direct result of the release, waiver, compromise or settlon-.enl- by
the Lessor of any action or proceeding to contest any such cJaiir.
without the prior written consent of the Lessees, which consent,
shall not be unreasonably withheld.
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(c) In the event a claim shall bo made by the Int
Revenue Service; with respect-to the disallowance of all or any
part of the Lessor's ADR Deduction in respect to any Car for any
of the reasons specified an Section 7B(a) , the Lessor agrees; t.o
take such action in connection with contesting such claim ay the
Lessees shall reasonably request from tine to time, provided,
however, that: (i) within 30 days after notice by the Lcsaor -o
the Lessees of such claim, the Lessees shall make request that,
such claim be contested; (ii) the Lessor, at its sole option,
may forego any and all administrative appeals, proceedings, hearings
and conferences with the Internal Revenue Service in respect of such
claim and may, at its sole option, either pay fin which event
the additional rentells provided for in Section 7B(a) shall commence
on the neyt succeeding rental payment date) the tax claimed and
sue for a refund in the appropriate United States District Court
and/or the Unites States Court of Claims, as the Lessor shall
elect, or contest such claim in the Tax Court of the United 5 tate.'j,
considering, however, in good faith such request as the Lessees
shall make concerning the most appropriate forum in which to proceed;
(iii) prior to taking such action, the Lessees shall have furnished
the Lessor with an opinion of independent tax counsel reasonably
satisfactory to the Lessor to the effect that a meritoriouu defense
exists to such claim; and (iv) the Lessees shall have indemnified
tho Lessor in a marrner reasonably satisfactory to it for any liability
or loss which the Lessor may incur as the result of contesting such
claim and shall have agreed to pay the Lessor on demand all costs and
expenses which the Lessor may reasonably incur in connection v/ith
contesting such claira, including, without limitation (A) reasonable
attorneys' and accountants' fees and disbursements and (B) the amount
of any interest or penalty which may ultimately be payable to tho
United States Government as the result of contesting such claim, and
the Lessees shall have furnished reasonable security for such
indemnification as nay be requested, In the case of any such claim
by the Internal Revenue Service referred to above, the Lessor agrees
promptly to notify the Lessees in writing of such claim and agrees not
to make payment of the tax claimed for at least 30 days after the
giving of such notice and agrees to give to the Lessees any relevant
information relating to such claim which may be particularly within
the knowledge of tho Lesser, and shall otherwise cooperate with the
Lessees in good faith in order to effectively contest any such clain.
The Lessor will not agree to the release, compromise or settlement
of any action.or proceeding taken in accordance with this Section 7B
by the Lessor without the prior written consent of the Lessees.

(d) If the Lessor's right to claim such portion of the
ADR Deduction with respect to a Car, which was not claimed or was
disallowed, shall be established by the final judgment or decree
of the court or administrative agency having jurisdiction thereof,
or if the Lessor shall release, waive, compromise or settle any
clain without the written consent of the Lessees, then, on the
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next succeeding rental payment date thereafter, or after such
judgment or decree shll have become final, as the case may be,
the'rental rate in respect of such Car set forth in Section 3
of this Lease shall again become applicable to such Car and the
Lessor shall forthwith upon demand of the Lessees reimburse Lessees
in an amount equal to the excess, if any, of (i) the sum of (A)
the difference between the increased rental paid by the Lessees
with respect to such Car pursuant to this Section 7D(a) and the
rental rate applicable to such Car pursuant to Section 3 of this
Lease and (B) any interest paid by the Lessees to the Lessor
pursuant to this Section 7B(a) over (ii} the difference between
(A) an amount equal to interest at the rate of 8.875% per annum
on the amount of any federal income tax paid by the Lessor on
account of the disallowance or inability to claim the ADR Deduction
on such Car computed, on a diminishing balance basis reflecti.ng
Lessees' payments of incureased rental, from the date of Lessor's
payment of such tax to the date of the refund thereof, and (b) the
amount of any interest to which the Lessor would be entitled in connect
with the refund of any tax paid on account of such disallowance or
inability to claim; provided, however, that if the amount calculated
in accordance with clause (ii) exceeds the amount calculated in
accordance with clause (i) t the Lessees shall pay such excess to the
Lessor promptly on demand.

t

(e) The Lessees' and the Lessor's agreement to pay any
sums which may become payable pursuant to this Section 7B sh.~ll
survive the expiration or other termination of this Lease.

SECTION 8. MAINTENANCE, LIENS, AND INSURANCE.

(a) Lessor makes no warranty or representation,
either expressed or implied in respect of the Cars, including
without limitation, any warranty or representation as to the
fitness, design or condition of, or as to the quality of the
material, equipment or workmanship in, the Cars delivered to
Lessees hereundcr, it being agreed that all such risks, as
between Lessor and Lessees, are to be borne by Lessees.
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(b) Lessees agree, during the continuance of this
Lease, at Lessee:;' own cost and expense, to maintain and konp
all of the Cars in first class condition and repair and in
good and efficient working order, reasonable wear and tear
excepted, and acceptable for use in unrestricted interchange*
and the Cars shall be delivered to Lessor at ternination of tho
Lease in such condition. 'Said maintenance shall include but
not be limited to maintenance of all interior devices, existing in
said Cars at time of delivery and the cost of which is included
in the base price of such Cars as set forth in Exhibit A hereto,
in good working order and operating condition and the maintenance
of the interior lining of the Cars in condition appropriate for
the service to which the Cars may be assigned, including corrosive
material service if the Cars are assigned to such service.

(c) Except for alterations or changes required by
law, all of which Lessees agree to make, Lessees shall no;:, without
the prior written approval of Lessor, effect any permanent structural
change in the design, construction or body of the Cars or
appurtenances thereto, With respect to alterations and changes
required by law, (including, but not limited to the interchange rules
of the Association of American Railroads all lawful rules of the
Department of Transportation, the Interstate Commerce Commission and
any other legislative, executive, administrative or judicial body
exercising any power or jurisdiction over the Cars) Lesucos shall
schedule and provide for compliance during the original tern of this
Lease at such time or times as the Cars shall receive shop repair.

(d) Any parts installed or replacements made by
Lessees upon any Car shall be considered accessions to nucli
Car and title thereto shall be immediately vested in Lessor,
without cost or expense to Lessor except that this shall not
apply to special equipment installed in any Car by Lessees
with the consent of Lessor provided that such equipment is
removed by Lessees before the Cars are returned to Lessor
and all damage resulting from such installation and removal is
repaired by Lessees and further provided that removal of such
equipment does not affect the Cars' serviceability or use in
unrestricted interchange.

(e) Lessees shall pay or satisfy and discharge
any and all sums claimed by any party against Lessees which, if
unpaid, might become a lien or a charge upon the Cars or entitled
to priority over any of the rights of Lessor in and to the
Cars, but Lessees shall not be required to discharge any such
claim so long as they shall in good faith and by appropriatu-
legal proceedings contest the validity thereof in any reason-
able manner which, in the opinion of Lessor, will not affect
or endanger the title and interest of Lessor in and to the
Cars.



(£} Lessees shall, at their own cost and
insure each Car from time of delivery and acceptance therooi1
and at all tines thereafter until Lessees' obligations u:u;cr
this Lease with respect to such Car have been discharged,
against loss, damage or destruction thereof caused by fire;,
lighting, wreck, derailment, collision, flood, tornado, cycJone,
sabotage, riot or civil commotion, such insurance, dn the ca^o
of each Car, to be in an amount satisfactory to Lessor, ex-
cept that such coverage may be limited so that no loss (1)
amounting to lesc than $2,500 per Car or (2) amounting
to more than $250,000 per occurrence, shall be payable froin
insurance proceeds. All such insurance shall be taken for the
benefit of Lessor, the holders of Permitted Lions designntnd by
Lessor and Lessees, as their respective interests may appear, in
an insurance company or companies satisfactory to Lessor. Such
policy or policies shall insure the respective interests of Lessor,
holders of Permitted Liens designated by Lessor and Lessees
in the Cars and shall provide that the proceeds of such
insurance shall be payable to Lessor. All insurance proceeds
received by Lessor with respect to any Car shall

(i) be paid to Lessees, in the case of
repairable damage to such Car or Cars, upon re-
ceipt by Lessor from Lessees of proof in duplicate?
satisfactory to Lessor of the proper repair of such
damage; or

(ii) be applied by Lessor, in the case of
the loss, destruction or damage beyond repair of
such Car or Cars, towards the satisfaction of
Lessees' obligation to make the payment required
by Section 9 hereof.

(g) All such policies required above shall contain a
provision to the effect that the insurer will give Lessor thirty
(30) days prior written notice before cancellation or modifica-
tion of any such policy is effective.

(h) In the event Lessees are notified that Lessor
has assigned this Lease and/or the rentals payable; hereundnr,
or created a Permitted Lien Lessees shall provide insurance
containing loss payable clauses satisfactory to both Lessor ,
tho assignee of Lessor and Owner or the holder of the Permitled
Lion designated by Lessor. The Lessees shall furnish Lessor or
Lessor's assignee or the holder of the Permitted Lien defijqp.alr'C1!
by Lessor with certificates or other satisfactory evidence of thr
maintenance of the insurance required hcreunder.

(i) Except as provided in paragraph (j) of this
Section 8, the proceeds of any insurance received by Lessor
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on account of or for any loss or casualty shall be relca.'jod
to Lessees upon a written application signed by one of Lî .sec h
'or by a person designated by Lessees for the payment: of, or
to reimburse Lessees for, the cost or repairing the Cars
which have been darr.aged. Such application shall be accompli ni rd
by satisfactory evidence of the cost and satisfactory completion
of such repair. If an Event of Default has occurred and in con-
tinuing hereundor, such proceeds; may be applied at Lessor's
option, against any liability of Lessees to Lessor hereunder.

(j) The proceeds of anv insurance received by
Lessor on account of a lost, stolen, destroyed or damaged
Car in respect of which Lessees shall have made payment to
Lessor pursuant to Section 9 hereof, shall be released to
Lessees upon a written application signed by one of Lesseen
or a person duly authorized by the Lessees, provided, howe'.'r-r,
that if an Event of Default hay occurred and is continuing
hereunder, such proceeds may be applied by Lessor against
any liability of Lessees to Lessor hereunder.

SECTION 9. LOSS, THEFT OR DESTRUCTION OF CAR. In
the event any Car is lost or stolen or is destro.yed or damaged
beyond economic repair from any cause whatsoever during the
term of this Lease, Lessees shall promptly and fully inform
Lessor of such occurrence and shall, within thirty (30) days
after such occurrence, pay to Lessor, as liquidated damagon,
in lieu of any further claim of Lessor hereunder in respect
of such Car, except for accrued rent and such claims as arise
or exist under Sections 7 and 8 hereof the higher of:

(i) the present worth, as hereinafter defined,
of the total retraining rental for such Car plus the
Net Scrap Value, as hereinafter defined, for such
Car; or

.*

(ii-) a sum equal to the amount determined in
accordance with the then current Code of Hulos
Govtrn.ing the Settlement for Destroyed or Damaned
Cars adopted by the Association of American Rail-
roads, (regardless of inapplicability of such rules
due to loss or destruction on lines of Lessees)

The present worth of the total remaining rental for
such Car as used in paragraph (i) of this Section 9 shall mean
an amount equal to such rental discounted on a 7 1/41 per annum
basis compounded monthly from the date of such payments to
the Terminal Day as defined in Section 2 hereof.
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The Net Scrap Value of each Car shall maan an amount
in cash equal to the current .quoted price per gross ton of Ho,
1 Heavy Railroad Melting Steel Scrap, prevailing at Pittsburgh,
Pennsylvania, as published in Iron Ago or other reputable
industrial -journals, on the first day of the month preceding
the month in which payment of such Net Scrap Value is required
to be made, multiplied by the weight of the Car in tons at com-
pletion of manufacture, as set forth in Exhibit A.

In no event under this section shall the Lessees bo
required to pay as the present worth of the remaining rental an
amount in excess of 110% of the price of the Car as shown on
Exhibit A.

This Lease shall continue in full force and effect
irrespective of the cause, place or extent of any damage, loss
or destruction of any of the Cars, the risk of which shall bo
borne by Lessees; provided, however, that this Lease shall
terminate v/ith respect to any Car which is lost, stolen,
destroyed or damaged beyond repair, on the date Lessor shall
receive payment of the amount required to be paid to it on
account of such Car-under this Section 9.

SECTION 10. COMPLIANCE WITH LAWS AND RULES; INDEMNI-
FICATION. Lessees agree to comply in all respects with all laws
of the jurisdictions in which their operations involving the
Cars may extend and with all lawful rules of the Federal
Railroad Administration and any other legislative, executive,
administrative or judicial body exercising any power or juris-
diction over Lessees or over the Cars, to the extent that such
laws and rules affect the operation, maintenance or use of
the Cars. In the event such laws or rules require the altera-
tion of the Cars, Lessees will conform therewith, at Lessees'
expense, and will maintain the same in proper condition for
operation under such laws and rules; provided, however, that
Lessees may? in good faith, contest the validity and applica-
tion of any such law or rule in any reasonable manner which
does not, in the opinion of Lesser, adversely affect the
property or rights of Lessor as owner hereunder.

Lessees hereby agree to indemnify, reimburse and hold
Lessor and Owner harmless from any and all claims, demands, suitn,
judgments or causer, of action for or on account of injury to or death
of persons, or loss or damage to property which may result from or
grow in any manner out of the control, use or operation of thJ Can-.
under this Lease whether or not in the possession of Lessee.-;, provided,
however, that Lessees do not assume liability in respect of repre-
sentatives, agents or employees of the Manufacturer or Lesiior, or Owner
and provided, further that Lessor and Owner will assign or pay over
to Lessees any and all clajnis which it may have against third parties
in respect of loss or damage to the Cars if Lessees are not in default
under this Lease.



SECTION 11. DEFAULT. If, during the continuance: of
this Lease or any extension thereof, one or more of the follow-
ing events shall occur:

(a) default shall be made in the payment of any part
of the rental provided in Section 3 hereof and such default
shall continue for five (5) days after written notice from
Lessor to Lessees;

(b) Lessees shall make or suffer any unauthorized
assignment or transfer of this Lease or of possession of the
Carts or any of them except for the requisitioning, taking ovt= c
or nationalizing described in Section 17 of this Lease and shall
fail or refuse to cause such assignment or transfer to be cancelled
by agreement of all parties having any interest therein and to
recover possession of such Car or Cars within thirty (30) days
after written notice from Lessor to Lessees demanding such cancel-
lation and recovery of possession;

(c) default shall be made in the observance or per-
formance of any other of the covenants, conditions and agree-
ments on the part of Lessees contained herein and such default
shall continue for thirty (30) days after written notice from
Lessor to Lessees specifying the default and demanding the
same to be remedied;

(d) any material representation made by Lessees
herein or hereunder or in any certificate or other instrument
delivered under or pursuant to any provision hereof shall prove
to have been false or incorrect in any material respect on the
date as of which made;

(e) the order dated (A/t*<. V , 1973, of the United
States District Court for the Eastern District of Pennsylvania
in the pending proceedings for the reorganization of the Rail-
road, authorizing the execution and delivery of this Lease by
Lessees and their undertaking of the obligations, duties and
liabilities hereof, shall be reversed, modified, amended or
superseded in any material respect which might adversely affect
any of the rights, powers, privileges and remedies of the Lessor
under this Leaso or of any assignee of the Lessor's right, title
and interest in and under this Lease, and the order effecting
such reversal, amendment, modification or superseding of said
order shall not have been vacated or set aside or stayed within
sixty (60) days from the date of entry thereof;
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(f) a plan of reorganization of the Railroad is
approved by the Court in the pending proceedings for the re-
organization of the Railroad and said plan does not provJdo
for the assumption by the Reorganized Company as hereinafter
defined of each and every obligation of Lessees under this
Lease in form and substance satisfactory to Lessor;

(g) a petition for reorganization .under Section 77
of the Bankruptcy Act, as now constituted or as said Section
77 may be hereafter amended, or any other provisions of such act
or similar act shall be filed by or against any Reorganized
Company as hereinafter defined and all the obligations of Lessees
under- this Lease shall not have been duly assumed by a trustee
or trustees appointed in such proceedings or otherwise given the
same status as obligations assumed by such a trustee or trustees
within thirty (30) days after such appointment if any, or sixty
(60) days after such petition shall have been filed, whichever
shall be earlier; or

(h) any proceedings shall be commenced by or againct
any Reorganized Company as hereinafter defined for any relief
under any bankruptcy or insolvency laws, or laws relating to
the relief of debtors, readjustments of indebtedness, reorganiza-
tions, arrangements, compositions or extensions (other than a
law which does not permit any readjustment of the indebtedness
payable hereunder), and all the obligations of Lessees under
this Lease shall not have been duly assumed by a trustee or
trustees or receiver or receivers appointed for such Reor-
ganized Company or for its property in connection with any
such, proceedings or otherwise given the same status as obliga-
tions assumed by such a trustee or trustees or receiver or
receivers, within thirty (30) days after such appointment , if
any, or sixty (60) days after such proceedings shall have bean
commenced, whichever shall be earlier;

then, in any such case (herein sometimes called Events of De-
fault) , Lessor, at its option, may

(1) proceed by appropriate court action or
actions, either at law or in equity, to enforce
perforniince by Lessees of the applicable covenants
of this Lease or to recover damages for the breach
thereof; and or

(2) by notice in writing to Lessees terminate
this Lea.'̂ e, whereupon all right of Lessoos to the
use of the Cars shall absolutely cease and determine
as though this Lease had never been made, but



Lessees shall remain liable ao herein provided;
and thereupon Lessons shall deliver possession of
the Cars to Lessor in accordance with Section I'j
hereof and Lessor may by its agents enter upon t-.ho
premises of Lessees or other premises where any of
the Cars may be and take possession of all or any of
such Cars (daraqes occasioned by such taking of
possession are hereby expressly waived by Lessees)
'and thenceforth hold, possess and enjoy the same free
.fron any ri-qht of Lessees, or Lessees' successors or
/assigns, to use the Cars for any purpose whatever; but
Lessor shall nevertheless, have a riaht to recover fron
Lessees any and all amounts which under the terns of
this Lease may be then due or which nay become duo and
unpaid for the use of the Cars (including rentals
accruing on the Cars after the date of default); and
also to recover forthwith from Lessees (to the extent
not recovered pursuant to the foregoing) the following:

(i) as damages for loss of the bargain and not as
a penalty, a sum, with re:;pect to Cars whose term has
not expired, which represents the excess of the present
worth, at the time of such termination, of the aggre-
gate of the rentals for the Cars which v:ould otherwise
have accrued hereur.dcr from the date of such termination
'to the Terminal Day of the then current term over the
then present worth of the Fair Rental Value of such
Cars for such period; plus interest on such excess at
the rate of 10% per annum commencing on the date of
such notice.

(ii) any expenses incurred in the retaking, storage
repairing and lease, sale or other disposition, and rea-
sonable attorneys' fees incurred by Lessor, pluu an
amount equal to accrued taxes and other amounts payable
hereunde.r by Lessees with respect to the Cars all costs,
expenses, losses and damages incurred or sustained by
Lessor by reason of sur.h default, and interest at the
rate of 10% per annun on each of the foregoing items in
this subparagraph (ii} and on all other sums not paid
when due under this Lesno, plus

(iii) an anount which; after deduction of all
taxes required to be paid by the Lessor in respect
of the receipt thereof under the laws of the United
States of America or any political subdivision thereof,
shall be equal to any portion of the seven percent
investment tax credit as heretofore defined in Suction
7A with respect to the Purchase Price of the Unit:;
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which was lost, not claimed, not available for claim,
disallowed or recaptured by or from the Lessor a.s a
result of the breach of one or more of the representations,
warranties'and covenants made by the Lessees in ScrrLion
7A or any other provision of the Lease or the sole or
other disposition of the Lessor's interest in any Unit
after the occurrence of an Event of Default, plus
such additional sum as in the reasonable opinion
of the Lessor will cause the present value of tho
Lessor's net return under this Lease to be equal
to the present value of the net return that would
have been available to the Lessor if it had been
entitled to utilization of all or such portion of
the maximum ADR Deduction (as heretofore defined
in Section 7A) with respect to a Unit authorized
under Section 167 of the Internal Revenue Code
utilizing the "class life" prescribed in accordance
wi-th Section 167 (m) of said Code and Asset Guideline
Class 00.25 prescribed thereunder in Revenue Procedure
72-10 which was lost, not claimed, not available for
claim or disallowed or recaptured in respect of a Unit
as a result of the breach of one or more of the repre-
sentations, warranties and covenants made by the Lessees
in Section 7B or any other provisions of this Lease,
the termination of this Lease, the Lessees1 loss of
the right to use such Unit, /or the sale or other
disposition of the Lessor's interest .in such Unit
after the occurrence of an Event of Default. For
purposes of: this.Section 11f present value shall be
computed on a'basis of a 8 3/4% per annum discount,
compounded monthly from the respective dates upon which
rentals would have been payable hereunder had this
Lease not been terminated.

If on the date of such termination or repossession,
any Car is damaged, lost, stolen or destroyed or is sub-
ject to any levy, seizure, assignment, application or
sale for or by any creditor, Lessees shall also remain
liable for payment of the .amounts specified in Section 9
hereo .

The remedies in this Lease provided in favor of
Lessor shall hot be deemed exclusive, but shall be cumulative,
and shall be in addition to all other remedies in its favor
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existing at law or in equity. Lessees hereby waive any
'mandatory requirements.of law, now or hereafter in effect,
which might limit or modify any of the remedies herein pro-
vided, to the extent that such waiver is permitted by lav/.
No delay cr omission of Lessor in the exercise of any power
or remedy given herein shall be deemed a waiver of such power
or remedy.. In the event that Lessor shall bring suit and be
entitled to judgment hereunder, then Lessor shall be entitled
to recover reasonable expenses, including attorneys' fees
and the amount thereof shall be included in such judgment.

SECTION 12. POSSESSION AND USE OF THE CARS

POSSESSION AND.USE OF THE CARS. Except as provided in
Section 13, unless an Event of Default shall have occured and be
continuing, Lessees shall be entitled to the possession and use
of the Cars in accordance with the terms of this Lease. Lessees
shall not, without the prior written consent of Lessor, part with
the possession or control of, or suffer or allow to pass out of
their possession or control, any of the Cars, except that Lessees
may permit the use thereof or any part thereof by other railroads
in the usual interchange of traffic,

SECTION 13. ASSIGNMENT.
l.

(a) All right's, benefits and advantages of Lessor
hereunder may ba assigned, pledged, mortgaged, transferred
or otherwise disposed of, or Lessor may sell the Cars and Lease
the Cars, or lease the Cars from Owner, thereby making this Lease
a Sublease, either in whole or in part, and/or Lessor may assign,
pledge, mortgage, transfer or otherwise dispose of title to the Cars,
with or without notice to Lessee. In the event of any such assignment,
pledge, mortgage, transfer or other dispostion, this Lease and all
of Lessees' rights under this Lease, and all rights of any person, firir.
or corporation wlio claims or who may hereafter claim any rights
under this Lease under or 'through Lessees, are hereby made subject
and suborda nate to the terms, covenants and conditions of any
chattel mortgages, conditional sale agreements, agreements and
assignments, and/or equipment trust agreements or sales and
leasebacks, or lease covering the Cars, or any of them heretofore or
hereafter created and entered into by Lessor, its successors or assigns,
and to all of the righ.ts of any such chattel- mortgagee, assignee,
trustee Lessor or other.holder of the, leyal title to the cars. Any
assignment or transfer of Lessees' leasehold interest herouiirler
in the Cars and possession thereof permitted by this Section 13
that is mads by Lessees, -their successors or assigns, shall contain
language which expressly makes such sublease subject to the subordinate



contained in .this Subsection 13 (a) . '' -Provided Lessees arc not in
default under this Leas'e if Lessees right to use the Cars or any
of them is terminated by any person, firm or corporation to whom
Lessees' rightn are subordinated under the terms of this section,
Lessees shall have no obligation to pay rent for such Cars aftor
the date of such termination, At the request of Lessor or any chattel
mortgagee, assignee, trustee, Lessor or other holder of the leqa]
title to the Cars, Lessees shall cause the Cars be lettered or marked
to identify the legal owner of the Cars at no expense to Los<;or for
the initial markings at the time of delivery of the Cars, thereafter
such additional markings shall be at no expense to Lessees. If during
the continuance of this Lease any such marking shall at any time
be removed or become illegible, wholly or in part, Lessees shall
immediately cause such marking to be restored or replaced, at
Lessees' expense. No such assignment by Lessor shall subject any
assignee to or relieve Lessor from any 'obligation of Lessor hereunder
or affect the rights of'Lessees under this section.

(b) Except to the extent that the provisions of any
mortgage now or hereafter created on any of the line's of railroad of
Lessees or any other liens authorized by the Court in the proceedings
for the reorganization of the Railroad may subject such leasehold
interest to the lien thereof., Lessees, without the prior written
consent of Lessor, shall not sell, assign, transfer or encumber their
leasehold interest under this Lease in any of the Cars or sublet any o:
Cars, except that Lessees may assign and transfer their leasehold
interest hereunder in the Cars and the possession thereof to any
railroad or other Corporation which shall have assumed all of the
obligations of Lessees hereunder, provided no such assignment without
the consent of Lessor shall release any of Lessees' obligation:; hereun;
Any assignment prohibited by' this Section 13 shall be void.

(c) Nothing in this Section 13 shall be deemed to
limit the right of Lessees to assign and transfer Lessees'
leasehold interest hereunder in the Cars and the possession
thereof to a Reorganized Company (as hereinafter defined), or
to a gover.".Mt?ntal agency empowered to acquire railroad equip-
ment provided that all the obligations then existing or to accrue
to Lessees until-r this Lease shall be assumed as a general obliga-
tion by such Reorganized Company or governmental agency, and in such
evoiit, the obligations of the Trustees as Lessees under the terms of
this Lease shall terminate as to any obligation accruing or arising
subsequent to such assignment or transfer.

(d)- Aftnr any assignment and transfer of Lessees'
leasehold interest hereunder in the Cars and the possession
thereof as above permitted, nothing in this Section 13 shall
be deemed to limit the right of the Reorganized Company (as



hereinafter defined) as successor to Lessees, at any time
further to assign and transfer their leasehold interest here-
under in the Cars and the possession thereof to any
successor which shall have assumed all of the obligations
hcreunder of Lessees and into or with which such Reorganized
Company shall have merged or consolidated or which shall have
acquired all or substantially all of the property of such
Reorganized Company; nor shall anything in this Section 13
be deemed to limit such successive assignments and transfers.

(e) The term "Reorganized Company" shall mean any
corporation (which may be the Railroad) or governmental agency
which acquires a substantial portion of the lines of railroau
comprised in the Railroad's estate and thereafter shall include
any successor which shall have become such in compliance with
paragraph (d) of this Section 13.

(f) The term "Lessees" whenever used in this Lease
means George P. Baker, Richard C. Bond and Jervis Langdon, Jr.
Trustees of the property of the Railroad, as well as any
successor or additional trustees of such property, before any
assignment and transfer of Lessees' leasehold interest hereundcr
in the Cars and the possession thereof to a Reorganized Company
or governmental agency as hereinbefore provided in this Section
13 and thereafter shall mean any Reorganized Company or governmental
agency.

(g) The liabilities and obligations of said Trustees,
Georae P. Baker, Richard C. Bond, and Jervis Langdon, Jr.
as well as of any successor or .additional trustees, under and in
respect of this Lease, are the liabilities of such Trustees, or
any or all of them, solely as trustees off the property of the Railroad,
and not individually. Said Trustees and any successor or additional
trustees shall not be relieved of their liabilities or obligations
as such Trustees under or in respect of this Lease, except upon any
assignnsnt and transfer of Lessees' leasehold interest herounder in
the Cars and the possession thereof to a Reorganized Company or
governmental agency as hereinbefore provided in this Section 13. Lenscr
may assign its right in whole or in part under this Lease without the
connont; of Lessee?, but Lessees shall be under no obligation to any
assignee, of the Lessor except upon written notice of such awcignr \nt
from Lessor. Upon notice to the Lessees of any such assignment, the
rent and other sums payable by the Lessees which are the subject matter
of the assignment shall be paid to the assignee. Without limiting
the foregoing, the Lessees further acknowledge and agree that (i)
subject to the provisions oL Sections 4(a), 9, and 13(a) hereof



Hjr: rights of any such assignee in and to the sums payable by the
),,':'>:;ccs under any provisions of this Lease either payable or for paricx1
,ift,cr the date of such assignment shall not be subject to any abntenora
whatsoever, and shall not be subject to any defense, set-off, countered.
af recoupment whatsoever whether by reason of or defect in Lessor's
i. jl.J.0, or by reason of any other indebtedness or liability, howsoever
j/td whenever arising, of the Lessor to the Lessees or to any other
jjriroon, firm or corporation or to any governmental authority or for
,,my cause whatsoever, i't being the intent hereof that, except in the
fvujit of a wrongful act on the part of the assignee, the Leisscias shall
}ju unconditionally and absolutely obligated to pay the assignee all
of the rents and other sums which are the subject matter of the assignr-
iintl (ii) the assignee shall have the sole right to exercise all rights,
privileges and remedies (either in its own name or in the namo of
Uiu Lessor for the use and benefit of the assignee) which by the
umns of this Lease are permitted or provided to be exercised by
U)L' Lessor. Nothing provided in (i) or (ii) above shall affect
or limit any liability of Lessor to Lessees under the terms of this

SECTION 14. REPORTS, RIGHT TO INSPECT THE CARS.

(a) During the continuance of this Le.ase, Lessees agree
they and their 'agents, employees and representatives will co-

with Lessor in the investigation and defense of any and all
against the Lessor which may arise as a result of the alleged

or ijpparent improper manufacturing, functioning or operation of any
of tho Cars and that they will aid in the recovery of damages froM
iiny third "parties responsible therefore. Lessees also agree to give
Li.̂ ,:;or such information with respect to any accident resulting from
f in: use of the Cars as may be reasonably requested by the Lessor.

(b) During the continuance of this Lease, Lessees
v/iJl, as soon after the close of each fiscal year of Les-
HtMJii as practicable, furnish to Lessor in duplicate copies
of hi'Bsees' most recent financial reports, indluding Lessees'
liioiit. recent annual report and/or balance sheet and profit and
I oiis statement, certified by either a recognized firm of
certified Public Accountants, or by the chief financial
ijffj^r designated by Lessees. Interim statements, so cer-

• t if ifil, will be furnished by Lessees as requested by Lessor.

(c) During the term hereof, Lessees will furnish
l.o Lor.sor, on or before April 1 in each year (commencing with
ului \vnr 1974 ) and on such other dates as Lessor may from

t:o tim^ reasonably request, an accurate report certified
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by a duly- authorized; agent of Lessees or officer of the Rail-
road stating as of a- recent date (but, in the case of each
annual statement, not earlier, than the preceding December 31
and in the case of any other such statement, not earlier l:h;in
a date ninety (90) days preceding the date of such statement):
(a) (i) Lessees' car numbers of the Cars then subject to this
Lease, (ii) Lessees' car numbers of all Cars that have become
worn out, lost, destroyed, irreparably damaged or rendered
permanently unfit for, use since the date of the previous
reporl (or since the date hereof in the case of the first such
report), (iii) Lessees' car numbers of all Cars being repniiHd
or awaiting repairs, and (iv) Lessees' car numbers of all Cars
that have been requisitioned, taken over or nationalized by
any governmental authority since the date of the previous
report .(or since the date hereof in the case of the first
such report) (b) that all Cars then subject to the Lease
have been maintained in accordance with Subsection 8 (b) hereof
or, if such be the case, are then being repaired in accordance
with Section 8 hereof, and that the legend placed on the Cars
as required by Section 6 hereof has been preserved or repainted
on each side of each Car and that Lessees' identifying reporting
mark and the appropriate car numbers have been preserved or re-
painted on eacii side of each Car as required by Section 6 hereof/-
and (c) such other information regarding the location, condi-
tion and state of repair of the Cars as Lessor may reasonably
request. /'•' ' -'

.•"'

(d) Lessor and/or its assignee shall have the right
at its sole cost and expense, by its authorized agents, em-
ployees and/or representatives, to inspect the Cars and
Lessees' re'corcts with respect thereto, at such times and from
time to time during the continuance of this Lease as may be
reasonably necessary to confirm to the satisfaction of Lessor
and/or its assignee the. existence and proper maintenance of
the Cars; provided, however, that notwithstanding any contrary
provision hereof/ Lessees do not assume liability for injury
to, or the.death of, any agents, employees and/or representa-
tives of Lessor or other persons while exercising any right
of Lessor and/or its assignee undor this Subsection 14 (d) .

' SECTION 15." 'RETURN OF CARS. Upon the expiration
of the term of this Lease,, or if Lessor shall rightfully demand
possession of. ths Cars pursuant to this Lease, or otherwise
Lessees shall forthwith remove or cause any lettering of the
narrics or initials or other insignia customarily used by
Lessees to be rcirr.oved from the Cars at their cost and expon;;ij
and deliver the possession of the Cars to Lessor. For such
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purpose Lessees shall at their own cost and expense forthwith
assemble the Cars and place them upon such storage tracl:.s of
Lessees as Lessor may designate, or, in the absence of such
designation, as Lessees may select, and Lessees shall poriniL
Lessor to store said Cars on such tracks for a period not
exceeding one hundred (100) days from the date that all Cars
are so assembled at the risk of Lessor, and shall at Lessees
own cost and expense transport or cause to bo transported
the sane or any thereof, at any time within such one hundred
(100) day period, to Lessor's facility in Chiccigo Ridge, Illinois
or to any place selected by Lessor provided Lessee shall pay no
part of the transportation expanses which exceed the cost of
returning tha Cars to Lessor's place of business in Chicago Ridge,
Illinois, or to any place or places on the lines of Railroad
designated by thorn or to any connecting carrier for shipment all
as directed by Lessor. The assembling, delivery, storage and
transporting of the Cars as hereinabove provided are of the essence
of this Lease, and upon application to any court of equity having
jurisdiction in the premises Lessor shall be entitled to a decree
against Lessens so as to assemble, deliver, store and transport
the Cars. Lessor reserves the right to'designate different places
of assembly for different Cars.

Without in any way limiting the obligation of Lessees
under the foregoing provisions of this Section 15, Lessees
hereby irrevocably appoint Lessor as the agent and attorney
of Lessees, with full power and authority, at any time while
Lessees are obligated 'to deliver possession of any Car to
Lessor, to demand and tak.e possession of such Car in the
name and behalf of Lessees from whomsoever shall be at the
time in possession of such Car.

Except as otherwise provided in Sections 4(a), 9 or 13(a)
hereof, in the event that any Car or Cars subject to this Lo^se
are not redelivcred to Lessor on or before the date on which
tho term of this Lease expires, all of the obligations of
Lessees un'der this Leas-'o with respect to such Car or Cars
shall remain in full force and effect until such Car or Cars
are redelivered to Lessor.

SECTION 16, PURCHASE OPTIONS. Provided that this
Lease has not been earlier terminated and Lessees are not in
default hereunder, Lessees may by written notice delivered to
Lessor not less than six months prior to the end of the Initial
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Term, or the First Extended Term or the Second Extended Turin of this
Lease, elect to purchase all of the Cars then covered by this Lrjnse
at the end of iiuch term or extension of this Lease for a pin-chase
price equal to tho Fair Market Value of such Cars as of tho end of
such term or extension.

If on or before four months prior to the Initial Term
Terminal Day or the termination of any extension of the Lon.se,
Lessor and Lessees are unable to agree upon a determination of
the Fair Market Value of the Cars, the Fair Market Value shcill
be determined by an appraiser or appraisers under the same
procedures as are set forth in Section 3 hereof.

Fair Market Value shall mean at any time 'for the
determination thereof an amount determined on the basis of,
and equal to, the value which would obtain in an arm's-length
transaction between an informed and willing buyer-user (other
than (i) a Lessee currently in possession and .(ii) a used
equipment dealer) and an informed and willing seller under
no compulsion to sell and, in such determination, costs of
removal from the location of current .use shall not be a de-
duction from su'ch value.

^ SECT ION 17. GOVERNMENTAL ACTION. If any Car is requi-
sitioned, taken over or nationalized by any governmental authority
under the power of eminent domain pr otherv;ise during tho term of
this Lease and all of the obligations of the Lessees herounder are
not assumed by such governmental authority within 60 days after such
nationalization, Lessor shall be entitled to the full amount of any
award or recovery for such occurrence and Lessees hereby expressly
waive any right or claim to any part of such award or recovery as
damages, or otherwise, and at the end of such 60 day period Lessees sh
pay the Lessor a sum computed as though such Cars taken had bt;on lo£;L,
stolon or destroyed under the provisions of Section 9 hereof. To the
extent that Lessor is paid any amount under this Section by Lessees,
Loyuor will pay to Lessees the amount of nuch award or recovery for
such Cars received from any such governmental authority.

SECTION 13. MODIFICATION OF LEASE. This lease e
and completely states the rights of the Lessor and Lessees with rocpc-cl
to tho Cars. No modification, variation, tc. nni nation, dis-
charqe or abandonnent hereof and no waiver of any of the pro-
visions or conditions shall be valid unless in writing and
sicjnod by duly authorized representatives of Lessor and Les-
sees, or the uuocorjfiors, transferees or n.Tsi<;ns of either
subject, however, to the limitations on auniynm-jnt hereof by
Lessees.
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SECTION 19. ASSIGNMENT OF RENTS. The Lessees hereby
,,,,.,i<;fM to Lessor all of their right, title and interest in and to
,,,/ present and future Lease or sub-lease or earnings (including
. 11 iiout limitation mileage allowances) with respect to the Cars
i )M;J uding thoir right to receive all payments due and to become duo
II,. jiiimcler. Notwithstanding the above, until such time as there

int.1* a def&ult under this Lease by Lessees, Lessor hereby appoints
i. ,,!i««s Lessor's agents to collect such rentals and Lessees shall
I . entitled to retain, use and enjoy the same. This Assignment of
i.nl.ils is made for the purpose of securing the performance of
j. ;j.,.jfis' obligations hereundor.

SECTION 20. SECTION HEADINGS AND CERTAIN REFERENCES.
.,(( section headings are inserted for convenience only and
,|,iM not affect any construction or interpretation of this
,, t;>t;. Unless otherwise indicated, all references herein to
.,.) ions, subsections, clauses and other subdivisions refer to

i ii, corresponding sections, subsections, clauses and other
,ui,,|i visions of this Lease; the words "herein", "hereof",
•'I, nihy", "hereto", "hereunder", and words of similar import
,, i,: i to this Lecise as a whole and not to any particular
., , i ion, subsection, clause or other subdivision hereof; and
., t,:ri;nce to a numbered or lettered subdivision of a section
.n ill include relevant matter within the section which is
,,.,.(1 cable to but not within such numbered or lettered sub-
it \-1 ri ion.

SECTION 21. CERTAIN APPLICABLE LAWS. Any provision
i, ,,mf prohibited by or unlawful or unenforceable under any
l ('l I i cable law of any jurisdiction shall as to such jurisdic-

I u'u be ineffective without modifying the remaining provisions
, (liis Lease. Where, however/ the provisions of any such
.,.livable lav: may be waived, they are hereby waived by Lessees
; •' t i i < j full extent permitted by law, to the end that this Lease
..idi be deemed to be a valid, binding agreement enforceable
,-, .«»-irordance with its terms.

SECTION7 22. 360 DAY 1TEAR. Computations hereunder
, ..n-iving the determination of interest or discount shall be
. j.i on the basis of a 360-day year of twelve 30-day months.

SECTION 23. NOTICES. All demands, notices and
...'i communications hereunder shall be in writing and shall

s..Muiiid to have been duly given when personally delivered



or delivered to a United States post office, first-class
postage prepaid, or to a tele-graph office, charges prepaid,
addressed as follows:

If to the Le.ssor:

North American Car Corporation
222 South Riverside Plaza
Chicago, Illinois 60606
Attention : Vice President-Finance

If to the Lessees:

Trustees of the Property of
Penn Central Transportation Company, Debtor
Room 1334, Six Penn Center Plaza
Philadelphia, Pennsylvania 19104
Attention Treasurer

or to such other addresses as may hereafter be furnished in
writing by either party to. the other.

SECTION 24, GOVERNING LAW. The provisions of this
Lease and all rights and obligations hereunder shall be governed
by and construed in accordance with the laws of the State of Illinois

SECTION 25. SURVIVAL OF COVENANTS. Any other pro-
visions contained in this Lease to the contrary notwithstand-
ing, it is hereby agreed that the provisions of Section 7,
10, 11, 13 and 15 hereof shall survive the expiration or
termination hereof.

SECTION 26. SUCCESSORS AND ASSIGNS. Subject to
the provisions of Section 13, this Lease shall be binding
upon and shall inure to the benefit of Lessor and Lessees and
their respective successors and assigns, and no other persons
shall have or acquire any right under or by virtue of this
Lease.

SECTION 27. EXECUTION IN COUNTERPARTS. This Lease
may be executed simultaneously in several counterparts, each
of which so executed shall be deemed to be an original, and
all such counterparts together shall constitute but one and
the same instrument.
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SECTION 28. RECORDING. Lessees, without expense to
Lessor, will cause this Lease and all amendments, supplements and
assignments hereof or thereof, to be duly filed and recorded and
re-filed and re-recorded with the Interstate Commerce Commission
in accordance with Section 20c of the Interstate Commerce Act
and this Lease to be deposited with the Registrar General of Canada
in accordance with Section 86 of the Railway Act (a notice of such
deposit to be given in the "Canada Gaaette11 pursuant to said Section
86). Lessees agree to make such other filings as may be required
to perfect and protect the ownership of Lessor and the security
interest of holders of a Permitted Lien in the Province of Ontario,
Canada and will make such additional filings as may be required
so that at all times the ownership of Lessor and the security
interest of holders of any "Permitted Lien" shall be perfected
and protected as to not less than 95% of the Cars whether the
failure to perfect and protect the ownership interest or that of
the holder of a Permitted Lien as to all of the Cars results from
the use of the Cars outside of the United States and the Province
of Ontario or otherwise, and will from time to time do and perform
any other act and will execute, acknowledge, deliver, file,
register and record (and will re-file, re-register, or re-record
whenever required) any and all further instruments required by law
or reasonably requested by Lessor for the purposes of protecting
the Lessor's or Owner's title under a leaseback arrangement or
any mortgagee's security interest constituting a Permitted Lien
in the Cars'to the satisfaction of Lessor or any such Lessor's
or such Permitted Lien holders' counsel or for the purpose
of carrying out the intent of this lease and in connection with
any such action.will deliver to Lessor proof of such filings and
an opinion' of. the Lessees' counsel that such action has been properly .
taken. The .Lessees will pay all costs, charges and expenses incident
to any such filing, re-filing, registering, re-registering, recording
and re-recording of, any such instruments or incident to the taking
of such action. Lessees-will promptly furnish to Lessor certificates
or other evidences of such filing and recording and re-filing -and
re-recording and an opinion satisfactory to Lessor of Counsel for
Lessees, or an attorney designated by him satisfactory to Lessor,
with respect thereto. In addition, Lessees shall do and perform
all such other acts as may be required by law, or reasonably requested
by Lessor, for the protection of Lessor's title to and interest
in the Cars.

SECTION 29. OTHER EQUIPMENT LEASES AND SECURED
OBLIGATEONS. Lessees agree that, during the continuance of
this Lease, Lessees will not assume or enter into any other
leases of rolling stock, equipment trust agreements, conditional
sale agreements or other liabilities or obligations in con-
nection with the leasing or financing or the acquisition of
rolling stock (i) if such liabilities or obligations would be
entitled, directly or indirectly, to any priority in right of
payment over the obligations of Lessees under this Lease, or (ii) if such
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.liabilities or obligations would be secured, directly or in-
directly, by any mortgage, lien or other security interest in
property of tha Railroad or Lessees (except the rolling stock
involved in the particular transaction) unless the obligations
of Lessees ur.dor this Lease are equally and ratably secured
thereby.

SECTION 30. CUMULATIVE REMEDIES. The remedies in this
Lease provided in favor of the Lessor shall not be deemed exclusive,
but shall be cumulative and shall be in addition to all other remedies
in its favor existing at law or in equity. The Lessees hereby waive
any mandatory requirements of law, now or hereafter in effect, which
might limit or modify any of the remedies, herein provided, to
the extent that such waiver is permitted by law. The Lessees hereby
waive any and all existing or future claims of any right to assert
any off-set against the rent payments due hereunder, and agree to
make the rent payments regardless of any off-set or claim which may
be asserted by the Lessees on their behalf in connection with the
lease of the Cars.

SECTION 31. LESSOR'S FAILURE TO EXERCISE RIGHTS. The
failure of the? Ler>s6r to exercise the rights granted it hereunder
upon any occurrence of any of the contingencies set forth herein
shall not constitute a waiver of any such right upon the continuation
or recurrence of any such contingencies or similar contingencies.

SECTION 32. LESSOR APPOINTED LESSEES' AGENT. Without
in any way limiting the obligations of the Lessees under the foregoing
provisions of Section 15 hereof, the Lessees hereby irrevocably
appoint the Lessor as the agent and attorney of Lessees, with full powc
and authority, at any time while the Lessees are obligated to deliver
possession of any Cars to Lessor, to demand and take possession of
such Cars in the name and on behalf of Lessees from whosoever shall
be at the time in possession of such Cars.
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IN WITNESS WHEREOF/ Lessor has caused this Lease to be
executed in its corporate name, by one of its officers thereunto
duly authorized and its corpora to stial to be hereunto affixed
and duly attested/ and Lessees hi:vo caused this Lease to be
executed.

NORTH AMERICAN CAR CORPORATION

By,

ATTEST: '-*

•J,*— • ' iZ.fĵ '̂ .̂ ^̂ J \) 1 -K-_.-i_n--L_'?

GEORGE P. BAKER, RICHARD C. BOND
and JERVIS LANGDON, JR., TRUSTEES OF
THE PROPERTY OF PENN CENTRAL
TRANSPORTATION COMPANY, DEBTOR

\.-.v. .-
WITNESS:
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STATE OF ILLINOIS

COUNTY OF COOK

)
} SS
)

\
personally appeared

On this • 'J day of > , 1973, before me
'• '' , to me

personally known who, being by me duly sworn/ said that he is a
• . • .._.. . • • of North American Car Corporation, that the seal
affixed to the foregoing instrument is the corporate seal of said
Corporation, that said instrument was signed and sealed on behalf
of said Corporation this day by authority of its Board of Directors
and he acknowledged that the execution of the foregoing instrument
was the free act and deed of said Corporation.

\ -. \ \
Notary Public

COMMONWEALTH OF PENNSYLVANIA

COUNTY OF PHILADELPHIA
) SS

appeared
On this
_ .'•iY.fi, i

day of _, 1973, before me personally
, to me personally known, who
'VlCE-FnESIDCNT of thebeing by me duly sworn said that he is

Trustees of the property of Penn Central Transportation Company^
Debtor, that the foregoing instrument was signed by him this day
on behalf of and by authority of the Trustees of the property of Penn
Central Transportation Company, Debtor, and he acknowledged that the
execution of the foregoing instrument was the free act and deed of
said Trustee*3-

Notary Public
Nolnry Pi'Ulic. PhiW.l.ilio, Ph.i.̂ r'phin Co

M|r Commijsbii [»|)TCS July 14, 19/5
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EXHIBIT 0

CERTIFICATE OF INSPECTION AND ACCEPTANCE

The undersigned, the J-:ly authorized representative of
North Americai: Car Corporation, (Lessor) , and of George P. fiakcr,
Richard C. Com] and Jervis Li imrdon, Jr. Trustees of the property
of Penn Central Transportation Corpuny, Uu.3btorr (Lessees), hereby
certifies with respect to Caru, manufactured by
PulTman, Incorporated '"""rFfanuf̂ turer) , bearing the;
identifyiriy reporting ma TAB PC and numbered as follows:

pursuant to the-Lease of Railroad Eyuipr.csnt, dated
1973, between Lessor and Idt-nceca (the li

1. that during the manufacture of said ca^ by the Manu-
facturer he, either personally cr through qualified inspectors working
under his supervision, inspected, in accordance with inspection and
testing practices and methods whs L eh in hi is opinion are adequate for the
protection of Lessor and Lessees, the iraterials and other corponpnts
which were incorporated in, and; the construction of, said cars;

2. that the materials and other components incorporated in,
and the construction of, said cars comply fully, with, and said cars
have been completed ir. full accoj clancrs with, the Specifications referred
to in the Lease;

3. that said cars have been delivered in good order and
ready for service by the Manufacturer to the Lessor and, on behalf
of the Lessor to Lessees, at and were accepted
by the undersigned .on this datr on behalf of Lessor and Lessees,
in accordance with the provisions of the Lease?

4. that there was plainly, distinctly, and conspicuously
placed upon each side of each such cars at the time of its delivory
and acceptance a legend bearing the following words in letters not
less than one inch in height:

"NORTH AMERICAN CAR CORPORATION, LESSOR
AGENT, SECURITY OWNER"

5. that the execution of this Certificate on behalf of
the Lessor and the .Lessees shall not diminish or otherwise affc>cf
the Warranty Mights of the Lessor or the Lessees against the manu-
facturer or the maker of any of the component parts of the Car:;.

Dated , 1973.

Duly Authorised Representative of
North American Car Corporation nnii
of George P. Uakor, Richard C.
and Jervis Langdon, Jr., Trust
of tho property of Penn Central
portation



EXHIBIT C

SUPPLEMENT DATED TO LEASE OF
RAILROAD EQUIPMENT DATED FROM NORTH
AMERICAN CAR CORPORATION, Lessor to GEORGE P. BAKER, RICHARD C.
BOND, and JERVIS LANGDON, JR. TRUSTEES OF THE PROPERTY
OF PENN CENTRAL TRANSPORTATION COMPANY, DEBTOR, Lessees.

Lessor and Lessees agree that the Cars, as defined belov.',
are the only cars subject to the Lease and that all other cars
described in the Lease are hereby deleted therefrom.

Lessor and Lessees hereby confirm that the below
described (the Cars) manufactured by
Pullman, Incorporated(Manufacturer) for sale to Lessor
were delivered to Lessees on or before the date hereof:

Lessor and Lessees confirm that the Cars were inspected
by duly appointed and authorized representatives of Lessor and Lessees
in accordance with Section 1 of the aforesaid Lease of Railroad
Equipment, Such inspection showed fa) that the Cars have been
constructed in accordance with the Specifications, all applicable
Federal Railroad Administration requirements and all standards
reconmended by the Association of American Railroads and (b) that
there was plainly, distinctly, permanently and conspicuously placed
upon each side of each Car a legend on which plainly and conspicu-
ously appear the following words in letters not less than one inch
in height:

"NORTH AMERICAN CAR CORPORATION, LESSOR
AGENT, SECURITY OWNER"

and that each side of each Car was plainly and distinctly marked
with the Railroad's Road Number set forth above with respect
thereto.



Lessor and Lessees confirm that on the aforesaid notices
'of delivery the Cars were duly accepted by a representative of
Lessor and Lessees in accordance with Section 1 of the LoaHo of
Kailroad Equipment subject to the terms and conditions of the
aforesaid Leases of Railroad Equipment, including the payment of
the rentals provided for therein with respect to the Cars to
Lessor.

IN WITNESS WHEREOF, Lessor has 'caused this Supplement
to be executed in its corporate name, by one of its officers
thereunto duly authorized, and its corporate seal to be hereunto
affixed and duly attested, and Lessees have caused this Supplement
to be executed or. their behalf, on the day and year first above
written.

NORTH AMERICAN CAR CORPORATION

ATTEST r
By

Assistant Secretary

GEORGE P. BAKER, RICHARD C. BOND
AND JERVIS LANGDON, JR., TRUSTEES
OF THE PROPERTY OF PENN CENTH7iI,
TRANSPORTATION COMPANY, DEBTOR

By
WITNESS:

Assistant Secretary



AMENDMENT TO LEASE OF RAILROAD EQUIPMENT

This amendment dated , 1973 to

Lease of Railroad Equipment dated June 22, 1973 (hereinafter

called "Lease") between North American Car Corporation, a

corporation of the State of Delaware, (hereinafter called

"Lessor"), and George P. Baker, Richard C. Bond and Jervis

Langdon, Jr., Trustees of the property of Penn Central

Transportation Company, Debtor, and the successors of said

Trustees, or of any of them, (hereinafter called "Lessees"),
i

WITNESSETH:

WHEREAS, Lessor and Lessees have entered into the

Lease; and

WHEREAS, Lessor and Lessees have agreed to change

the description of equipment covered by the Lease;

NOW, THEREFORE, Exhibit A to the amendment is hereby

substituted for Exhibit A to the Lease.
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IN WITNESS WHEREOF, Lessor has caused this Lease to

be ..executed In Its corporate name, by one of its officers

thereunto duly authorized and its corporate seal to be here-

unto affixed and duly attested, and Lessees have caused this

Lease to be executed.

NORTH AMERICAN CAR CORPORATION

By.

ATTEST: >

Secretary

GEORGE P. BAKER, RICHARD C. BOND
and JERVIS LANGDON, JR., TRUSTEES
OF THE PROPERTY OF PENN CENTRAL
TRANSPORTATION COMPANY, DEBTOR

By.

WITNESS:

Assistant Secretary
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STATE OF ILLINOIS >
) SS:

COUNTY OF COOK )

On this day of , 1973, before
me personally appeared , to me
personally known who, being by me duly sworn, said that he is
a of North American Car Corporation,
that the seal affixed to the foregoing instrument is the corporate
seal of said Corporation, that said instrument was signed and
sealed on behalf of said Corporation this day by authority of its
Board of Directors and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said
Corporation.

Notary Public

COMMONWEALTH OF PENNSYLVANIA )
) SS:

COUNTY OF PHILADELPHIA )

On this day of , 1973, before
me personally appeared , to me
personally known, who being by me duly sworn said that he is

of the Trustees of the property of Penn
Central Transportation Company, Debtor, that the foregoing in-
strument was signed by him this day on behalf of and by authority
of the Trustees of the property of Penn Central Transportation
Company, Debtor, and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said Trustees.

Notary Public
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ANNEX E

PARTIAL ASSIGNMENT

ASSIGNMENT OF LEASE AND AGREEMENT dated as of September 1,
1973 (hereinafter called "This Assignment"), by and between NORTH
AMERICAN CAR CORPORATION (hereinafter called the Lessor or the
Vendee) and THE FIRST PENNSYLVANIA BANKING AND TRUST COMPANY, as
Agent under a Finance Agreement dated the date hereof
(hereinafter called the Vendor).

WHEREAS, the Vendee is entering into a Conditional Sale
Agreement dated as of the date hereof (hereinafter called the
Security Document), with PULLMAN INCORPORATED (Pullman Standard
division) (hereinafter called the Builder) providing for the sale
to the Vendee of such units of railroad equipment (hereinafter
called the Units) described in Schedule A thereto as are
delivered to and accepted by the Vendee thereunder; and

WHEREAS, the Lessor and George P. Baker, Richard c. Bond and
Jervis Langdon, Jr., Trustees of the property of PENN CENTRAL
TRANSPORTATION COMPANY (such Trustees together with their
successors and assigns being hereinafter collectively called the
Lessee) have entered into a Lease of Railroad Equipment dated
June 22, 1973, as amended (hereinafter called the Lease),
providing for the leasing by the Lessor to the Lessee of the
Units and other railroad equipment; and

WHEREAS, in order to provide security for the obligations of
the Lessor under the security Document and as an inducement to
the Vendor to invest in the Conditional Sale Indebtedness (as
that term is defined in the Security Document), the Lessor has
agreed to assign for security purposes part of its rights in, to
and under the Lease to the Vendor;

NOW, THEREFORE, in consideration of the premises and of the
payments to be made and the covenants hereinafter mentioned to be
kept and performed, the parties hereto agree as follows:

1. Subject to the provisions of Paragraph 11 and 12 hereof,
the Lessor hereby assigns, transfers and sets over unto the
Vendor, as collateral security for the payment and performance of
the Lessor*s obligations under the Security Document, all the
Lessor's right, title and interest, powers, privileges, and other
benefits under the Lease, including, without limitation, the
immediate right to receive and collect all rentals, profits and
other sums payable to or receivable by the Lessor from the Lessee
under or pursuant to the provisions of the Lease whether as rent,
casualty payment, indemnity, liquidated damages, or otherwise
(such moneys being hereinafter called the Payments) , and the
right to make all waivers and agreements, to give all notices,



consents and releases, to take all action upon the happening of
an Event of Default specified in the Lease, and to do any and all
other things whatsoever which the Lessor is or may become
entitled to do under the Lease. In furtherance of the foregoing
assignment, the Lessor hereby irrevocably authorizes and empowers
the Vendor in its own name, or the name of its nominee, or in the
name of the Lessor or as its attorney, to ask, demand, sue for,
collect and receive any and all sums to which the Lessor is or
may become entitled under the Lease, and to enforce compliance by
the Lessee with all the terms and provisions thereof.

The Vendor agrees to accept all Payments received from the
Lessee pursuant to the Lease. To the extent received, the Vendor
will apply such Payments to satisfy the obligations of the Lessor
under the Security Document, so long as no event of default (or
event which, with notice or lapse of time, or both, could
constitute an event of default) under the Security Document shall
have occurred and be continuing, any balance may be paid to and
retained by the Lessor. So long as no event of default (or event
which, with notice or lapse of time, or both, could constitute an
event of default) under the Security Document shall have occurred
and be continuing, any regularly scheduled monthly rentals
payable by the Lessee prior to May 1, 197U, pursuant to Section 3
of the Lease and received by the Vendor prior to such date may be
paid to and retained by the Lessor.

2. This Assignment is executed only as security and,
therefore, the execution and delivery of this Assignment shall
not subject the Vendor to, or transfer, or pass, or in any way
affect or modify, the liability of the Lessor under the Lease, it
being understood and agreed that notwithstanding this Assignment
or any subsequent assignment, all obligations of the Lessor to
Lessee shall be and remain enforceable by the Lessee, its
successors and assigns, against, and only against, the Lessor or
persons other than the Vendor.

3. To protect the security afforded by this Assignment the
Lessor agrees as follows:

(a) The Lessor will faithfully abide by, perform and
discharge each and every obligation, covenant and agreement
which the Lease provides are to be performed by the Lessor;
without the written consent of the Vendor, the Lessor will
not anticipate the rents under the Lease or waive, excuse,
condone, forgive or in any manner release or discharge the
Lessee thereunder of or from the obligations, covenants,
conditions and agreements to be performed by the Lessee,
including, without limitation, the obligation to pay the
rents in the manner and at the time and place specified
therein or enter into any agreement amending, modifying or
terminating the Lease and the Lessor agrees that any



amendment, modification or termination thereof without such
consent shall be void.

(b) At the Lessor's sole cost and expense, the Lessor
will appear in and defend every action or proceeding arising
under, growing out of or in any manner connected with the
obligations, duties or liabilities of the Lessor under the
Lease.

(c) should the Lessor fail to make any payment or to do
any act which this Assignment requires the Lessor to make or
do, then the Vendor, but without obligation so to do, after
first making written demand upon the Lessor and affording the
Lessor a reasonable period of time within which to make such
payment or do such act, but without releasing the Lessor from
any obligation hereunder, may make or do the same in such
manner and to such extent as the Vendor may deem necessary to
protect the security hereof, including specifically, without
limiting its general powers, the right to appear in and
defend any action or proceeding purporting to affect the
security hereof and the rights or powers of the Vendor, and
also the right to perform and discharge each and every
obligation, covenant and agreement of the Lessor contained in
the Lease; and in exercising any such powers, the Vendor may
pay necessary costs and expenses, employ counsel and incur
and pay reasonable attorneys* fees, and the Lessor will
reimburse the Vendor for such costs, expenses and fees.

4. The Lessor does hereby constitute the Vendor the Lessor's
true and lawful attorney, irrevocably, with full power (in the
name of the Lessor, or otherwise) , to ask, require, demand,
receive, compound and give acquittance for any and all Payments
due and to become due under or arising out of the Lease to which
the Lessor is or may become entitled, to enforce compliance by
the Lessee with all the terms and provisions of the Lease, to
endorse any checks or other instruments or orders in connection
therewith and to file any claims or take any action or institute
any proceedings which to the Vendor may seem to be necessary or
advisable in the premises.

5. Upon the full discharge and satisfaction of all the
Lessor's obligations under the Security Document, this Assignment
and all rights herein assigned to the Vendor shall terminate, and
all estate, right, title and interest of the Vendor in and to the
Lease shall revert to the Lessor.

6. If an event of default under the Security Document shall
occur and be continuing, the Vendor may declare all sums secured
hereby immediately due and payable and may apply all such sums
against the amounts due and payable under the Security Document.



7. The Lessor will, from time to time, do and perform any
other act and will execute, acknowledge, deliver and file,
register, deposit and record (and will refile, reregister,
rerecord or redeposit whenever required) any and all further
instruments required by law or reasonably requested by the Vendor
in order to confirm or further assure, the interests of the
Vendor hereunder.

8. The Vendor may assign all or any of the rights assigned
to it hereby or arising under the Lease, including, without
limitation, the right to receive any Payments due or to become
due. In the event of any such assignment, any such subsequent or
successive assignee or assignees shall, to the extent of such
assignment, enjoy all the rights and privileges and be subject to
all the obligations of the Vendor hereunder.

9. This Assignment shall be governed by the laws of the
State of Illinois, but the parties shall be entitled to all
rights conferred by Section 20c of the Interstate Commerce Act.

10. The Lessor shall cause copies of all notices received in
connection with the Lease and all payments hereunder to be
promptly delivered or made to the Vendor at its address set forth
in Article 22 of the Security Document, or at such other address
as the Vendor shall designate.

11. The Vendor hereby agrees with the Lessor that the Vendor
will not, so long as no event of default under the Security
Document has occurred and is then continuing, exercise or
enforce, or seek to exercise or enforce, or avail itself of, any
of the rights, powers, privileges, authorizations or benefits
assigned and transferred by the Lessor to the Vendor by this
Assignment.

12. This Assignment is a partial assignment only and covers
all the Lessor's rights, powers, privileges, authorizations and
benefits under the Lease with respect to the leasing of the Units
but not with respect to the leasing of any other railroad
equipment subject to the Lease.



IN WITNESS WHEREOF, the parties hereto have caused this
instrument to be executed in their respective corporate names by
officers thereunto duly authorized, and their respective
corporate seals to be affixed and duly attested, all as of the
date first above written.

THE FIRST PENNSYLVANIA BANKING
AND TRUST COMPANY

as Agent

[CORPORATE SEAL] By.

Attest:

Assistant Secretary

Vice President

Assistant Secretary
NORTH AMERICAN CAR CORPORATION

By.
[CORPORATE SEAL] . Vice President

Attest:



COMMONWEALTH OF PENNSYLVANIA )
) ss.:

COUNTY OF PHILADELPHIA )

On this day of , 1973, before me
personally appeared to me personally known,
who, being by me duly sworn, says that he is a Vice President of
THE FIRST PENNSYLVANIA BANKING AND TRUST COMPANY, that the seal
affixed to the foregoing instrument is the corporate seal of said
corporation, that said instrument was signed and sealed on behalf
of said corporation by authority of its Board of Directors and he
acknowledged that the execution of the foregoing instrument was
the free act and deed of said corporation.

Notary Public
[NOTARIAL SEAL]

My Commission expires

STATE OF ILLINOIS )
)ss.:

COUNTY OF COOK )

On this day of , 1973, before me
personally appeared to me
personally known, who, being by me duly sworn, says that he is a
Vice President of NOPTH AMERICAN CAR CORPORATION, that one of the
seals affixed to the foregoing instrument is the corporate seal
of said corporation, that said instrument was signed and sealed
on behalf of said corporation by authority of its Board of
Directors and he acknowledged that the execution of the foregoing
instrument was the free act and deed of said corporation.

Notary Public
[NOTARIAL SEAL]

My Commission expires



ACKNOWLEDGEMENT OF NOTICE OF ASSIGNMENT

Receipt of a copy of, and due notice of the partial
assignment made by, the foregoing Assignment of Lease and
Agreement is hereby acknowledged as of September 1, 1973.

GEORGE P. BAKER, RICHARD C. BOND AND JERVIS LANGDON, Jr.,
TRUSTEES OF THE PROPERTY OF
PENN CENTRAL TRANSPORTATION COMPANY

By.
Vice President

WITNESS:

Assistant secretary


